TAB II.1 


CSR Qingdao Sifang Co., Ltd. 
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SECTION B 
PART B TECHNICAL PROPOSAL AND 
STATEMENTS AND CERTIFICATIONS REGARDING ELIGIBILITY 


OUALIFICATIONS AND CERTIFICATIONS 


NOTE: The Authority reserves the right to audit compliance with respect to each of the required 
statements and certifications in the forms submitted by Offerors, including but not limited to the 
Domestic U.S. Content Certification, Domestic U.S. Content Worksheet, and Final Assembly of 
Production (Non-Pilot) Vehicles in Massachusetts. 


Questions Concerning Eligibility 


Provide short answers (and attach relevant documents) to the following questions and requests: 


1. Attach relevant Certificate of Good Standing from the Secretary of State of the 
Commonwealth of Massachusetts. 
Please reference proposal materials for further clarification. 

Z. Provide the names and telephone numbers of all business owners, shareholders if not a 
publicly held corporation, and/or members if a limited liability company. 


Name of shareholders Telephone numbers 


CSR Corporation Limited +86-10-51862017 
Qingdao Ultimate Corporation Limited +86-532-68868001 


China Railway Wuhua Asset Management 486-10-51 898888 
Centre 


Guangzhou Zhongche Railway Sales & Leasing 
Co., Ltd 


+86-20-89006888 


Fujian Haipeng Economic & Trade Co., Ltd +86-591-83747666 
Southwest Jiaotong University +86-28-87600114 


China Railway Science & Technol 
ina Railway Science & Technology +86-10-3249208 
Development Company 





3. Provide the names, title and telephone numbers of all officers. 
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SECTION B 
PART B TECHNICAL PROPOSAL AND 
STATEMENTS AND CERTIFICATIONS REGARDING ELIGIBILITY 


Title Telephone numbers 
Chairman +86-532-87801316 
President +86-532-87801818 

Vice President +86-532- 87900590 
Vice President +86-532- 87802617 
Vice President +86-532-87805768 
Vice President +86-532-68953725 
Vice President +86-532- 87805776 
Vice President +86-532-68953721 


Vice President +86-532-68953723 
Vice President +86-532-87805988 


Vice President Liang Jianying +86-532-68953587 


General Manager of Overseas Li Yongle +86-532- 87805720 
Business Division 


Director of HR Department +86-532-87805798 
Director of Finance Department Niu Yingguang +86-532- 87805798 





4. Has the business or an owner or shareholder of the business ever had a prior contractual 
relationship with the MBTA? If yes, please describe relationship. 
No. 

3, Has the business or an owner or shareholder of the business ever been in default of any 


obligations under a contract with the MBTA, any other Massachusetts state agency or any 
federal agency? If yes, please describe the circumstances. Please indicate whether it 
resulted in a termination for cause. 
No. 

6. Have any of the business owners, shareholders, or officers ever been convicted of felony 
violations of Federal, state or local laws? If yes, please describe the circumstances. 
No. 

(a Are there any pending recent law suits against the business or any of its owners or 
shareholders? If yes, please describe the circumstances. 
No. 

8. Provide the name, address, account number, contact person and telephone number of the 
insurance agent responsible for procuring insurance required by the Solicitation 
Documents. 


Name: China Life Insurance Co., Ltd Qingdao Branch 
Address: 39# Hong Kong middle Road, Qingdao 
Contact person: Wang Guangfeng 

Tel: +86 135863067549 


9: Provide the name, address, contact person and telephone of three business credit 
references, including but not limited to your primary banking institution. 


RFP NO. CAP 27-10 NEW ORANGE AND RED LINE VEHICLES B-62 


10. 


11. 


12. 


13. 


SECTION B 
PART B TECHNICAL PROPOSAL AND 


STATEMENTS AND CERTIFICATIONS REGARDING ELIGIBILITY 


1. Name: Bank of Communications Qingdao Sifang Branch 
Address: 99# Renmin Road, Qingdao 
Contact person: Liu Jing 


Tel: +86-332-82959402 


2. Name: China Life Insurance Co., Ltd Qingdao Branch 


Address: 39# Hong Kong middle Road, Qingdao 
Contact person: Wang Guangfeng 


Tel: +86 138630673549 


- Name: Davis Wright Tremaine LLP Shanghai Representive Office 


Address: 8# Century Avenue, Pudong, Shanghai 
Contact person: Cai Rongwei 


Tel: +86 21 61709500 


Has the business or any of the business’s owners or shareholders ever filed for bankruptcy 
or invoked insolvency proceedings under state law? 

No. 

Provide the last three (3) years of audited financial statements, or reasonable equivalent of 
the Offeror. If the Offeror is a joint venture or other combination of business entities, 
provide the last three (3) years audited financial statements for each entity. 

Please refer to the attachment. 

Provide the business’s current code of business ethics or equivalent. 

Please refer to the attachment. 

Provide the responses to Questions Nos. 1 through 12 for all proposed suppliers of major 
subsystems identified in response to Tab I.1 — Technical Approach. 
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CSR Qingdao Sifang Co., Ltd. 
Audited Financial Statements 
31 December 2013 


important Notice 
The attached financial statements have been translated from the statutory financial statements prepared 


in accordance with generally accepted accounting principles applicable to business enterprises 


established in the People’s Republic of China, In the event of any differences in interpreting the financial 





statements, the Chinese version shall prevail. 
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REPORT OF THE AUDITORS 


Ernst & Young Hua Ming LLP(2014) Shen Zi No, 60626562 JO| 


To the board of directors of CSR Qingdao Sifang Co., Ltd. 


We have audited the accompanying financial statements of CSR Qingdao Sifang Co., Ltd., which comprise the 
consolidated and company balance sheets as at 31 December 2013, and the consolidated and company income 
statements, statements of changes in equity and statements of cash flows for the year then ended, and the notes 


to the financial statements. 
Management’s responsibility for the financial statements 


Management is responsible for the preparation and fair presentation of these financial statements. This 
responsibility includes: (1) preparing and fairly presenting the financial statements in accordance with 
Accounting Standards for Business Enterprises; (2) designing, implementing and maintaining internal control as 
management determines is necessary to enable the preparation of financial statements that are free from material 


misstatement, whether due to fraud or error. 


Auditor’s responsibility 


Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our 
audit in accordance with the Chinese Standards on Auditing. Those standards require that we comply with the 
Code of Ethics for Chinese Certified Public Accountants and plan and perform the audit to obtain a reasonable 
assurance about whether the financial statements are free from material misstatement. 


An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditors’ judgement, including the assessment of 
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditors consider the internal control relevant to the entity’s preparation and fair presentation of 
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made 
by management, as well as evaluating the overall presentation of the financial statements. 


We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion. 


Opinion 
In our opinion, the financial statements present fairly, in all material aspects, the consolidated and company’s 


financial position of CSR Qingdao Sifang Co., Ltd. as at 31 December 2013 and their financial performance and 
cash flows for the year then ended in accordance with Accounting Standards for Business Enterprises. 


Ernst & Young Hua Ming LLP 


Beijing, the People’s Republic of China 12 March 2014 


A member tiem of Frost & Young Global Limifed 
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CSR QINGDAO SIFANG CO.. LTD. 
CONSOLIDATED BALANCE SHEET 
31 December 2013 

Renminbi Yuan 


ASSETS 


CURRENT ASSETS: 
Cash and bank balances 
Bills receivable 
Trade receivables 
Prepayments 
Dividends receivable 
Other receivables 
Inventories 
Other current assets 


Total current assets 


NON-CURRENT ASSETS: 
Long term equity investments 
Fixed assets 
Construction in progress 
Fixed assets disposal 
Intangible assets 
Deferred tax assets 


Total non-current assets 


TOTAL ASSETS 


Note VI 


Www — 


a 


I] 
12 


2013 


2,411,737,112.39 
514,418,400.84 
8,519,621,933.36 
230,442,309.83 
942,372.02 
3,517,864,175.85 
3,218,522,236.07 


3,273,256.08 


18,416,821,796.44 


21,834,716.90 
3,250,1 15,184.41 
30,3 12,489.49 
2,377,123.03 

661 ,920.680.65 


106,203,170.16 
4,072,763,364.64 


22,489,585, 161.08 


The notes on pages 16 to 93 form an integral part of these financial statements. 


2012 


1,766,394,113.61 
210,500,000.00 
5,153,224,324.87 
32,400,109.79 


3,185,440,111.20 
5,185,105,863.99 
338,351,416.69 


15,871,415,940.15 


13,098,042.69 

3,3 14,870,458 .32 
177,318,050.15 
33,628.34 
657,371,079.38 
77,330,046.99 


4.240,021,305.87 


20,111,437,246.02 
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CSR QINGDAO SIFANG CO., LTD. 
CONSOLIDATED BALANCE SHEET (CONTINUED) 
31 December 2013 

Renminbi Yuan 


LIABILITIES AND SHAREHOLDERS’ EQUITY Note VI 
CURRENT LIABILITIES: 
Bills payable 
Accounts payable 
Deposits received 
Payroll and benefits payable 15 
Taxes payable 16 
Dividends payable 17 
Other payables 
Non-current liabilities due within one year 18 
Total current liabilities 
NON-CURRENT LIABILITIES: 
Long term loans 19 
Accrued liability 20 
Other non-current liabilities 21 
Total non-current liabilities 
Total liabilities 
SHAREHOLDERS’ EQUITY : 
Share capital 22 
Capital reserve 23 
Surplus reserves 24 
Retained earnings 25 


Exchange fluctuation reserve 


Equity attributable to owners of the parent 


Minority interests 
Total shareholders’ equity 


TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 


( 


2013 


2,823,820,029.17 
9,.371,089,221.30 
2,450,148,491.87 
22,727,593.07 
304,02 1,855.99 
23,671.440.00 
855,242,214.9] 


231,265,941.61 


16,081 ,986,787.92 


7,999,013.91 
190,500,705.32 


284,066,2 14.42 
482,565,933.65 


16,564,552,721.57 


4.003,794.05 1.00 
686,98 | 008.43 
976,929,973.58 
144,939,826.54 


743,416.10) 


5,811,901,443.45 


1 13,130,996.06 
5,925,032,439.5| 


22,489,585, 161.08 


The notes on pages 16 to 93 form an integral part of these financial statements. 


The financial statements from pages 2 to 93 are signed by the following persons: 


’ ~ . 
— =» Chief Accountant: 


Company Representative: 


b 
Head of Accounting: 4 fut 


( 


2012 


2,185,928,509.31 
10,151,965,742.20 
899,63 1,542.72 
13,008,339.64 
49,263,277.16 
26,301 ,600.00 
414,482.511.17 


349,399 467.03 


14,089,980,989,23 


8,246,453.43 
94,920,964.82 


241,946,972.97 
345,114,391.22 


14,435,095,380.45 


4.003,794,05 1.00 
683.967,900.19 
728,270,939.71 
167,056,386,54 


484,188.48) 


5,582,605 ,088.96 


93,736,776.61 
5,676,341 ,865.57 


20,111,437,246.02 
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CSR QINGDAO SIFANG CO., LTD. 
CONSOLIDATED INCOME STATEMENT 
Year ended 31 December 2013 

Renminbi Yuan 


Note VI 
Revenue 26 
Less: Cost of sales 
Business taxes and surcharges 
Selling expenses 
Administrative expenses 
Financial expenses ZT 
Assets impairment losses 28 
Add: loss on fair value changes 
Investment income/ (loss) 29 
Including: Investment income/ (loss) of 
jointly-controlled entities and associates 
Operating profit 
Add: Non-operating income 30 
Less: Non-operating expenses 31 
Including: loss on disposal of non-current assets 
Profit before tax 
Less: Income tax expense 32 
Net profit 
Attributable to owners of the Parent 
Non-controlling interests 
Other comprehensive income 34 


Total Comprehensive income 


Including: 
Total comprehensive income attributable to owners of the Parent 


Total comprehensive income attributable to non-controlling interests 


2013 


21,630,476,185.41 
17,681,718.489.70 


( 
( 


120,954,435.15 

656,369,205.21 

1,790,698,017.79 
116,161,432.16) 
68,726,559.74) 


1,169,046.23 


1,169,046.23 


1 ,566,793,075.69 
131,121.580.96 
1 002,994.83 


796,848.06 


[696,91 1,661.82 


260,318,078.92 


| 436,593 582.90 


1.435,528,012.97 


1 065,569.93 


30,772.38 


| ,436,624,355.28 


| 435,558,785.35 
1,065,569.93 


The notes on pages 16 to 93 form an integral part of these financial statements. 
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2012 


24,050.95 1,012.60 
20,080, 110,550.99 


( 


( 
( 


( 


73,788,161.15 
459,239,439.83 
1,491,856,238.79 
30,982,535.35) 
134,874 ,902.30 
4,569,141.62) 
646,440.68) 


____ 646,440.68) 


1,836,848,672.59 
60,393 ,575.30 
5,108,694.65 


4,200,551.26 


1 ,892,133,553.24 


285,838,914.48 


| ,606,294.638.76 


| ,608,557,862.15 


( 


2,263 ,223.39) 


484,188.48) 


1,605.8 10,450.28 


1 ,608,073,673.67 
( 2,263,223.39) 
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CSR QINGDAO SIFANG CO., LTD. 


CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 


Year ended 31 December 2013 
Renminbi Yuan 


}. Atl January 2013 


2. Increase/(decrease) during the year 
(i) Net profit 

(ii) Other comprehensive income 
Total comprehensive income 


(iii) Capital contribution and withdrawal 
by shareholders 

(a) Capital invested by shareholders 

(b) Share-based payment recorded in 
shareholders’ equity 

(c) Price difference of disposal 

non-controlling interests 

(iv) Profit appropriation 

(a) Transfer to surplus reserves 

(b) Dividend paid 


3. At3l December 2013 


Share 
capital 


4,003,794.05 1.00 


4.003,794,05 1.00 


Attributable to owners of the Parent 


Capital Surplus 
reserve reserves 


683,967,900.19 728,270,939.7| 


290.000,00 - 


Retained 
earnings 


167,056,386.54 — ( 


1 ,435.528.012.97 


xchange 
fluctuation 
reserve 


484,188.48) 


259,227.62) 


Sub-total 


5,582,605 ,088.96 


1,435,528,012.97 


Non-controlling 
interests 


93,736,776.61 


1,065,569.93 


30,772.38 - 


{ 908,091.76) 7 


3.631,200.00 - 


248.659,033.87 


686.98 1,008.43 976,929,973,58 


40,150.48 


( 248,659.033.87) 


( 908,091.76) 


3.671,350.48 


22.000,000.00 


{ 3,671,350.48) 


5.811,901,443.45 


DBO RL VES FATE Ae eS 113,130,996.06 


a O—ee— eee  —_— Oe eeeeE—<“‘“‘“_“_“_‘_‘él_ocaéR eee eNO OCC 


The notes on pages 16 to 93 form an integral part of these financial statements. 


Total 
shareholders” 
equity 


5,676,341 ,865.57 


1 .436,593,582.90 
30,772,38 


1,436,624.355,28 


22,000,000,00 


( 908.091.76) 


(1,209,025,689,58) 


5,925,032.439,51 
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CSR QINGDAO SIFANG CO., LTD. 
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (CONTINUED) 


Year ended 3! December 2012 
Renminbi Yuan 


1. Atl January 2012 


2, Increase/(decrease) during the year 

(i) Net profit 

(ii) Other comprehensive income 

Total comprehensive income 

(iii) Capital contribution and withdrawal 
by shareholders 

(a) Capital invested by shareholders 

(b) Share-based payment recorded in 
shareholders” equity 

(iv) Profit appropriation 

(a) Transfer to surplus reserves 

(b) Dividend paid 


3. At3l December 2012 


Share 
capital 


3,157,264,020,00 


$46.530,031.00 


4.003,794.051.00 


Capital 
reserve 


354,360,135,56 


324,729.969,00 


4.877,795.63 


683.967,900.19 


Attributable to owners of the Parent 


Surplus 
reserves 


487,352,128,96 


240.918.810.75 


728,270,939.71 


Retained 
earings 


88,327.490.20 


1.608,557.862.15 


1,608.557.862.15 


( 240,918,810.75) 
( 1,288,.910.155.06) 


167,056,386.54 


ne eee ee 


The notes on pages 16 to 93 form an integral part of these financial statements. 


Exchange 
fluctuation 
reserve 


484,188.48) 
484,188.48) 


484,188.48) 


Sub-total 


4,087,303.774.72 


1 ,608,557,862.15 
484,188.48) 


1 .608.073,673.67 


1,171,260,000.00 


4,877,795.63 


= (1,288,910.155.06) 


5,582 ,605,088.96 


Non-controlling 
interests 


( 2,263,223.39) 


( 2,263,223.39) 


96.000,000,00 


93,736,776.61 


a 


Total 


shareholders’ 
equity 


4,087,303,774,72 


| 606.294.638.76 
484,188.48) 
1,605,810,450.28 


1.267,260,000,00 


4.877,795.63 


(1,288,910,155.06) 


5,676,341 865.57 


CSR QINGDAO SIFANG CO., LTD. 
CONSOLIDATED CASH FLOW STATEMENT 
Year ended 3! December 2013 

Renminbi Yuan 


Note VI 


1. Cash flows from operating activities: 
Cash received from sale of goods or rendering of services 


Refunds of taxes 
Cash received relating to other operating activities 


Sub-total of cash inflows 


Cash paid for goods and services 

Cash paid to and on behalf of employees 
Cash paid for all taxes 

Cash paid relating to other operating activities 


Sub-total of cash outflows 
Net cash flows from operating activities 35 


2. Cash flows from investing activities: 
Cash received from investment income 


Net cash received from disposal of fixed assets, 
intangible assets and other long term assets 


Sub-total of cash inflows 


Cash paid for acquisitions of fixed assets, 
intangible assets and other long term assets 

Cash paid for acquisitions of investments 

Cash paid relating to other investing activities 


Sub-total of cash outflows 


Net cash flows used in investing activities 


( 


2013 


20,601 ,012,388.08 
51,674,181.27 


221,266,987.69 


20,873,953,557.04 


14,465,954, 184.78 
1,442,416,847.70 
1,075,649,393.42 


1,363,463,791.06 
18,347,484.216.96 


2,526,469,340.08 


2,058,708.60 


2,058,708.60 


301,582,873.52 
8,5 10,000.00 
368,859,926.12 


678,952,799.64 


The notes on pages 16 to 93 form an integral part of these financial statements. 


2012 


23,342,032,944.38 
6,810,303.31 


220,422,313.53 


23,569,265,561.22 


18,713,534,809.88 
1,410,161 ,606.07 
1,176,623,734.10 


847,151,815.19 
22,147,471,965.24 


1 ,421,793,595.98 


5,850,000.00 


2,73 1,400.17 


8,58 1,400.17 


597,106,148.71 
6,000,000.00 


8 1,.827,754.03 
684,933 ,902.74 


676,894,091.04)( 676,352,502.57) 


CSR QINGDAO SIFANG CO., LTD. 

CONSOLIDATED CASH FLOW STATEMENT (CONTINUED) 
Year ended 3! December 2013 

Renminbi Yuan 


Note VI 
3. Cash flows from financing activities: 


Cash received from capital contribution 
Including: capital contribution by minority shareholders 


Sub-total of cash inflows 


Cash repayments of borrowings 
Cash paid for distribution of 
dividend or profits and for interest expenses 


Sub-total of cash outflows 
Net cash flows used in financing activities 


4. Effect of foreign exchange rate changes on cash 
and cash equivalents 


5. Net increase/(decrease) in cash and cash equivalents 
Add: Balance of cash and cash equivalents at 
beginning of year 


6. Balance of cash and cash equivalents at end of year 36 


2013 2012 


22,000,000.00 = 1,267,260,000.00 


22,000,000.00 96,000,000.00 


22,000,000.00 = 1,267,260,000.00 


- — 1,400,000,000.00 


1,211,671,911.30  1,361,547,361.99 
1,211,671,911.30 2,761,547,361.99 


1,189,671,911.30) (1,494,287,361.99) 


10,517,768.96) 4 236,929.39 


649,385,568.78 ( 744,609,339.19) 


1,715,417,543.61 2,460,026,882.80 


2,364,803.112.39 = 1,715,417,543.6] 


The notes on pages 16 to 93 form an integral part of these financial statements. 
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CSR QINGDAO SIFANG CO., LTD. 
BALANCE SHEET 

31 December 2013 

Renminbi Yuan 


ASSETS 


CURRENT ASSETS: 
Cash and bank balances 
Bills receivable 
Trade receivables 
Prepayments 
Dividends receivable 
Other receivables 
Inventories 
Other current assets 


Total current assets 


NON-CURRENT ASSETS: 
Long term equity investments 
Fixed assets 
Construction in progress 
Disposal of fixed Assets 
Intangible assets 
Deferred tax assets 


Total non-current assets 


TOTAL ASSETS 


Note XIV 


Swe — 


a 


Co 


1] 
l2 


2013 


2,188,731,954.17 
482.396,800.84 
8,636,229,613.47 
195,305,086.94 
62,542,585.97 
3,592,887,081.10 
3,074,879, 168.66 


18,232,972,291.15 


547,707,808.90 
2,971,373,432.76 
19,.811,532.33 
2,377,123.03 
429,757,363.00 
105,282,828.43 


4,076,3 10,088.45 


22,309,282,379.60 


The notes on pages 16 to 93 form an integral part of these financial statements. 
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2012 


1,597,139,532.0] 
195,500,000.00 
5,235,012,864.15 
32,382,109.79 
34,234,487.50 
3,268,152,611.00 
4,969,463 ,680.41 


335,865,015.56 


15,667,750,300.42 


530, 165,842.69 
3,156,686,761.53 
93,160,616.60 
33,628.34 
420,309,257.44 


77,330,046.99 
4.277,686.153.59 


19,945 436,454.01] 


CSR QINGDAO SIFANG CO., LTD. 
BALANCE SHEET (CONTINUED) 
31 December 2013 

Renminbi Yuan 


LIABILITIES AND SHAREHOLDERS’ EQUITY _ Note XIV 


CURRENT LIABILITIES: 
Bills payable 
Accounts payable 
Deposits received 
Payroll and benefits payable 
Taxes payable 
Dividends payable 
Other payables 
Non-current liabilities due within one year 


Total current liabilities 


NON-CURRENT LIABILITIES: 
Long term loans 
Accrued liability 
Other non-current liabilities 


Total non-current liabilities 


Total liabilities 


SHAREHOLDERS’ EQUITY: 
Share capital 
Capital reserve 
Surplus reserves 
Retained earnings 


Total shareholder’s equity 


15 
16 
17 


19 


21 


22 
23 
24 
25 


TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 


2013 


2,823,820,029.17 
9.407,637,966.13 
2,450, 148,491.87 
22,713,865.97 
267,204.970.5 1 
23,671,440.00 
876,034,215.52 


229,600,835.57 


16,100,83 1,814.74 


7,999,013.91 
190,500,705.32 
209,117,703.95 


407,617,423.18 


16,508 ,449,237.92 


4,003,794,05 1.00 
683,349,808.43 
976,929,973.58 


136.759,308.67 


5,800,833,141.68 


22,309,282,379.60 


The notes on pages 16 to 93 form an integral part of these financial statements. 
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2012 


2,185,928,509.3 | 
10,178,033,148.93 
899,144,100.72 
12,962,447,20 
29,837 ,380.54 
26,301 600.00 
414,449,891 .63 


347,835,835.35 


14,094,492.913.68 


8,.246,453.43 
94,920,964.82 


166,956,284.01 


270,123,702.26 


14.364,616,615.94 


4,003,794,051.00 
683,967,900.19 
728,270,939.71 


164,786,947.17 


5,580,819,838,07 


19,.945,436,454.0] 


CSR QINGDAO SIFANG CO., LTD. 
INCOME STATEMENT 

Year ended 31 December 2013 
Renminbi Yuan 


Note XIV 2013 2012 
Revenue 26 21,216,932,791.36 21,504,213,580.65 
Less: Cost of sales 17,446.728,863.66  17,594,413,259.10 
Business taxes and surcharges 115,053,301.22 72,157,458.98 
Selling expenses 645,936,342.25 482,909,784.38 
Administrative expenses 1,740,060,877.20 1,456,668,954.08 
Financial expenses 27 ( 115,170,529.63) ( 30,215,878.47) 
Assets impairment losses 28 ( 68,740,686.93) 132,584,047.57 
Add: Loss on fair value changes - 4,569,141.62) 
Investment income 29 62,664,552.18 33,588,046.82 
Including: Investment income/ (loss) of associates 121,966.21 ( 646,440.68) 
Operating profit 1.515,729,175.77 1 ,824.714,860.21 
Add: Non-operating income 30 126,071,681.70 57,876,793.62 
Less: Non-operating expenses 31 948,136.27 5,105,792,28 
Including: loss on disposal of non-current assets 796,848.06 4,200,551.26 
Profit before tax 1,640,852,721.20 1,877,485,861.55 
Less: Income tax expense 32 211,195,636.25 271,360,456.60 
Net profit |.429,657,084.95 1,606, 125,404.95 
Other comprehensive income 34 290,000.00 - 


Total comprehensive income 


1,429,947,084.95 


The notes on pages 16 to 93 form an integral part of these financial statements. 


1,606, 125,404.95 
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CSR QINGDAO SIFANG CO., LTD. 
STATEMENT OF CHANGES IN EQUITY 
Year ended 3] December 2013 

Renminbi Yuan 


1. Atl January 2013 


2. Increase/(decrease) during the year 
(i) Net profit 

(ii) Other comprehensive income 
Total comprehensive income 


(iii) Capital contribution and withdrawal by shareholders 
(a) Capital contribution by shareholders 

(b) Share-based payment recorded in shareholders’ equity 
(iv) Profit appropriation 

(a) Transfer to surplus reserves 

(b) Dividend paid 


3. At31 December 2013 


Share 
capital 


4,003,794,051.00 


The notes on pages 16 to 93 form an integral part of these financial statements. 


( 


Capital 
reserve 


683,967,900.19 


290,000.00 


908,091.76) 


683,349,808.43 


Surplus 
reserves 


728,270,939.71 


248,659,033.87 


976,929,973.58 


Retained 
earnings 


164,786,947.17 


1 ,429,657,084.95 


1,429,657,084.95 


( 248,659,033.87) 
(1,209,025,689.58) 


136,759,308.67 


Total 
shareholders’ 
equity 

5,580.8 19,838.07 


| ,429,657,084.95 
290,000.00 


1,429,947,084.95 


( 908,091.76) 


(1,209,025,689.58) 


5,800,833,141.68 
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CSR QINGDAO SIFANG CO., LTD. 
STATEMENT OF CHANGES IN EQUITY (CONTINUED) 
Year ended 3! December 2012 


Renminbi Yuan 


Share 
capital 


1. Atl January 2012 3,157,264 ,020.00 


2. Increase/(decrease) during the year 


(i) Net profit 
Total comprehensive income 


(ii) Capital contribution and withdrawal by shareholders 
(a) Capital contribution by shareholders 846,530.03 1.00 
(b) Share-based payment recorded in shareholders’ equity - 
(iii) Profit appropriation 

(a) Transfer to surplus reserves 
(b) Dividend paid 


3. At31 December 2012 4,003,794,051.00 


The notes on pages 16 to 93 form an integral part of these financial statements. 


Capital 
reserve 


354,360,135.56 


324,729,969.00 
4,877,795.63 


683,967,900.19 


Surplus 
reserves 


487,352,128.96 


240,918,810.75 


728,270,939.71 


Retained 
earnings 


88,490,508.03 


1,606, 125,404.95 
| 606, 125,404.95 


{ 240,918,810.75) 
(1,288,910,155.06) 


164,786,947.17 


Total 
shareholders’ 
equity 
4.087,466,792.55 


| 606, 125,404.95 
1,606, 125,404.95 


1,171,260,000.00 
4,877,795.63 


(1,288,910,155.06) 


5,580,8 19,838.07 
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CSR QINGDAO SIFANG CO., LTD. 
CASH FLOW STATEMENT 
Year ended 3! December 2013 


Renminbi Yuan 
Note XIV 
|. Cash flows from operating activities: 
Cash received from sale of goods or rendering of services 


Refunds of taxes 
Cash received relating to other operating activities 


Sub-total of cash inflows 


Cash paid for goods and services 

Cash paid to and on behalf of employees 
Cash paid for all taxes 

Cash paid relating to other operating activities 


Sub-total of cash outflows 


Net cash flows from operating activities 33 


2. Cash flows from investing activities: 


Cash received from investment income 

Net cash received from disposal of fixed assets, 
intangible assets and other long term assets 

Cash received relating to other investing activities 


Sub-total of cash inflows 


Cash paid for acquisitions of fixed assets, 
intangible assets and other long term assets 

Cash paid for acquisitions of investments 

Cash paid relating to other investing activities 


Sub-total of cash outflows 


Net cash flows used in investing activities 


2013 


19,513,003 ,296.53 
51,674,181.27 


214,750,056.34 


19,779,427,534.14 


13,657,115,475.87 
1,407,301,933.95 
989,35 1,242.21 


1,323,233,317.78 


17,377,00 1,969.81 


2,402,425,564.33 


2,058,708.60 


25,000,000.00 


27,058,708.60 


225,638,902.01 
17,420,000.00 


368,859,926.12 
611,918,828.13 


584,860,119.53) ( 


The notes on pages 16 to 93 form an integral part of these financial statements. 
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2012 


20,273,911,169.14 
6,810,303.3 1 
219,712,204.85 


20,500,433,677.30 


13,688,540,271.43 
1,391,203,458.50 
1,163,982,239.49 
83 1,924,080.95 


19,075,650,050.37 


1,424,783 626.93 


5,850,000.00 


2,73 1,400.17 


8,.581,400.17 


450,206,954.76 
160,000,000.00 


111,827,754.03 


722,034,708.79 


713,453,308.62) 
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CSR QINGDAO SIFANG CO., LTD. 
CASH FLOW STATEMENT (CONTINUED) 
Year ended 3] December 2013 


Renminbi Yuan 


Note XIV 2013 


3. Cash flows from financing activities: 


Cash received from capital contribution - 
Sub-total of cash inflows = 


Cash repayments of borrowings - 
Cash paid for distribution of dividend or profits 
and for interest expenses 1,211,671,911.30 


Sub-total of cash outflows 1,211,671,911.30 
Net cash flows used in financing activities 


4. Effect of foreign exchange rate changes on cash 


and cash equivalents ( 10,258,541.34) 
5. Net increase/(decrease) in cash and cash equivalents 595,634,992.16 ( 
Add: Balance of cash and cash equivalents 
at beginning of year 1.546,162,962.01 
6. Balance of cash and cash equivalents at end of year 36 2,141,797,954.17 


The notes on pages 16 to 93 form an integral part of these financial statements. 


2012 


1,171,260,000.00 


1,171,260,000.00 


1,.400,000,000.00 


1,361,547,361.99 
2,761,547,361.99 


( 1,211,671,911.30) ( 1,590,287,361.99) 


4,265,732.76 


874,691 310.92) 


2,420,854,272.93 


1,546, 162,962.01 


CSR QINGDAO SIFANG CO., LTD. 
NOTES TO FINANCIAL STATEMENTS 
31 December 2013 

Renminbi Yuan 


[. GENERAL INFORMATION OF THE GROUP 


CSR Qingdao Sifang Co., Ltd. (the “Company”), a joint stock limited company, was incorporated in 
Qingdao City, Shandong Province, the People’s Republic of China (the “PRC”) on 22 July 2002. The 
registration number of the Company’s business license is No. 370200018079774. The legal 
representative of the Company is Zhang Zaizhong. The headquarter of the Company is located at No. 
88 Jin Hong Dong Road, Chengyang District, Qingdao City, Shandong Province, the PRC. 


The Company was formerly known as CSR Sifang Locomotive & Rolling Stock Co., Ltd., which was 
founded on promotion through approval of NO.195 [2002] Guojingmaogigai of the State Economic 
and Trade Commission of PRC. The CSR Group Company (the original name was China South 
Locomotive & Rolling Stock Industry Group Company, hereinafter referred to briefly as the CSR 
Group), the main sponsor, paid in net assets related to manufacture of locomotive and passenger train 
of its wholly-owned subsidy of the original Sifang Locomotive & Rolling Factory as investment, 
associated with Beiya Industry (Group) Stock Co., Ltd. (“Beiya Industry”), Qingdao Ultimate 
Corporation Limited ( the “original” Qingdao Ultimate Transportation Equipment Co., Ltd.), China 
Railway Materials Company Limited, Guangzhou Zhongche Railway Sales & Leasing Co. Ltd, Fujian 
Ocean Eagle Economy & Trade Co. Ltd. , Southwest Jiaotong University, China Railway Science & 
Technology Development Company as other sponsors. The original registered capital of the Company 
was RMB286,046, 150.00. 


On April 2006, CSR Group increased investment RMB450,000,000.00 to the Company, which credited 
to share capital ,RMB264,015,000.00 and credited to the share premium RMB185,985,000.00 
respectively. This capital increment was approved by the Company’s shareholders at the first 
extraordinary annual general meeting and Reply of Capital Increment of CSR Sifang Locomotive & 
Rolling Stock Co., Ltd. NO.231 [2006] Guozichanquan of the State-owned Assets Supervision and 
Administration Commission of the State Council of PRC. 


In 2007, CSR Group acquired all 32,500,000 shares of the Company held by Beiya Industry. In the 
same year, CSR Group invested all 495,266,150 held shares into newly established CSR Corporation 


Limited because of the reorganization. 


In 2008, CSR Corporation Limited increased investment RMB521,380,000.00 to the Company, which 
credited to share capital RMB478,824,900.00 and credited to the share premium RMB42,555,100.00 
respectively, after listed in Shanghai Stock Exchange and Hong Kong Stock Exchange. In the same 
year, capitalizing of common reserves of the Company was 6 shares upon each 10 shares to the whole 
shareholders. Totally 330,030,000 shares are capitalized, which 318,060,000 shares capitalized from 
capital reserve and 11,970,000 shares capitalized from discretionary surplus reserve respectively. On 
December 2008, the Company changed name into CSR Qingdao Sifang Co., Ltd. . 


On November 2009, CSR Corporation Limited increased investment RMB2,000.000,000.00 to the 
Company in cash, which credited to share capital RMB1,744.789,622.00 and credited to the share 
premium RMB255,210,378.00 respectively. This capital increment was approved by the Company’s 
shareholders at the first extraordinary annual general meeting in 2009. 


On October 2011, CSR Corporation Limited increased investment RMB87,000,000.00 to the Company 
in cash, which credited to share capital RMB53.551,643.00 and credited to the share premium 
RMB33,448,357.00 respectively. This capital increment was approved by the Company’s shareholders 
at the third extraordinary annual general meeting in 201 1. 


On July 2012, CSR Corporation Limited increased investment RMB1,171,260,000.00 to the Company 
in cash, which credited to share capital RMB846,530,031.00 and credited to the share premium 
RMB324,729,969.00 respectively. This capital increment was approved by the Company’s 
shareholders at the third extraordinary annual general meeting in 2012. 


CSR QINGDAO SIFANG CO., LTD. 
NOTES TO FINANCIAL STATEMENTS 
31 December 2013 
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GENERAL INFORMATION OF THE GROUP (CONTINUED) 


Above mentioned capital increments of the Company were specially verified by Certified Public 
Accountant of China through capital verification reports. The Company had made registration of 
change with the Industrial and Commercial Administration accordingly. 


The share capital of the Company was RMB4,003,794,051.00 at 31 December 2013. 


The Company together with its subsidiaries (collectively known as the “Group”) is principally engaged 
in the manufacture, sale and repair of high-speed train and urban rail transit production business. The 
Company’s principal activities include: design, manufacture, repair, sales and lease of locomotive, 
passenger train and urban rail transportation equipment; manufacture and sales of accessories of 
locomotive, passenger train and urban rail transportation equipment; technological services of 
locomotive and rolling; machining; welding processing; castings sales; heat treatment; metrological 
verification testing; physical and chemical inspection test; sales of measuring equipment; overhaul, 
sales and technical advisory of high-speed train and passenger train and related accessories: operating 
the export and import business and export and import of machine equipment, installation kit and raw 
and ancillary materials of the Company excluding goods of limited operating and prohibited export and 
import; the operation of processing with imported materials and processing with supplied material, 
assembling parts supplied by clients, processing with customer's samples and compensatory trade of 


the Company. 


The parent company of the Group is CSR Corporation Limited and the ultimate parent company of the 
Group is CSR Group, which both are incorporated in the PRC. 


BASIS OF PREPARATION 


The financial statements are prepared in accordance with the “China Accounting Standards for 
Business Enterprises — General Principals” and 38 specific accounting standards issued by the Ministry 
of Finance (the “MOF”) in February 2006, application guidance, interpretations and other related 
regulations issued later on (collectively known as the “CAS”). 


The financial statements are prepared based on a going concern basis. 
The financial statements have been prepared under the historical cost convention, except for certain 


financial instruments which have been measured at fair value. Provision for impairment is provided in 
accordance with related regulations when indications of impairment of assets noted. 


Statement of adoption of the CAS 


The financial statements have been prepared in accordance with the CAS, and present truly and 
completely, the financial position of the Company and the Group as of 31 December 2013, and the 
results of their operations and their cash flows for the year then ended. 


SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES 
The financial statements for the year ended 31 December 2013 have been prepared and based on the 


following accounting policies and estimates, which are in accordance with the Accounting Standards 
for Business Enterprises issued by the Ministry of Finance of the People’s Republic of China (“PRC”). 


Accounting period 


The accounting year of the Group is from | January to 31 December of each calendar year. 


CSR QINGDAO SIFANG CO., LTD. 
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SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 


Reporting currency 


Renminbi, in which the financial statements are presented, is used as the Group’s recording and 
functional currency. Unless otherwise stated, the unit of the currency is Yuan, 


The subsidiaries, jointly-controlled entities and associates use their respective local currencies for 
recording purposes in accordance with their own operating environments, and translate to Renminbi 
when preparing financial statements. 


Adopt some revised/ new accounting standards 


In January and February 2014, the MOF newly established the Accounting Standard for Business 
Enterprises No.39 — Fair Value Measurement and the Accounting Standard for Business Enterprises 
No.40 — Joint Arrangements, and revised the Accounting Standard for Business Enterprises No.30 — 
Presentation of Financial Statements, the Accounting Standard for Business Enterprises No.9 — 
Employee Benefits, the Accounting Standard for Business Enterprises No.33 — Consolidated Financial 
Statements and the Accounting Standard for Business Enterprises No.2 — Long-term Equity 
Investments. These six standards will become effective on | July 2014 for entities adopting Accounting 
Standards for Business Enterprises. Entities listed overseas are encouraged to adopt them early. The 
Company, as holding subsidy of entity listed overseas, adopted them early when prepared the financial 
statements for the year ended 31 December 2013, and did the accounting treatment according to the 
relevant connected rules. 


The impacts of the financial statements when adopting these standards early includes the following: 


The adoption of that, the Accounting Standard for Business Enterprises No.9 — Employee Benefits 
(revised in 2014), affects the accounting treatment of employee retirement plans of the Group. Before | 
January 2013, the employee retirement plans were regarded as being made according to defined benefit 
plans. That the defined benefit plans are recognized as liabilities, which is the present value of related 
defined benefit obligation as at balance sheet date, and the unrecognized actuarial profit and loss and 
cost of past service will be made adjustment. The defined benefit plan is calculated by independent 
actuary using the method of expected unit cost. That the present value of related defined benefit 
obligation is measured at the present value of the estimated future cash outflows using market yields of 
government bonds which have terms to maturity approximating the terms of the related pension 
liability. Actuarial gains and losses arising from experience adjustments and changes in actuarial 
assumptions in excess of the greater of 10% of the value of plan assets and 10% of the defined benefit 
obligation are charged or credited to the statement of profit or loss over the employees’ expected 
average vesting period. The cost of past service is immediately recognized in income statement, but 
except for the change in retirement pension plan on condition that the employees have specific 
remained period or belonged period. On this case, the cost of past service is directly amortized over the 


belonged period. 


According to the Accounting Standard for Business Enterprises No.9 — Employee Benefits (revised in 
2014), the Group requires that all actuarial profit and loss of the defined benefit plans are immediately 
charged to other comprehensive income, which that the employee retirement benefit liabilities 
recognized in balance sheet will be reflected the full amount of defined benefit plans. As the revised 
accounting standard is immaterial to the financial statements for the year ended 31 December 2012, the 
Group has not restated to comparative information for the year ended 31 December 2012. 
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SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 


Business combination 


Business combination represents a transaction or event where two, or more than two, separate entities 
became one reporting entity. Business combinations are classified as “Business combination involving 
entities under common control” and “Business combination involving entities not under common 


control’’. 


Business combination involving entities under common control 

Business combination involving entities under common control is a business combination in which all 
of the combining entities are ultimately controlled by the same party or parties both before and after the 
business combination, and that control is not transitory. Under a business combination involving 
entities under common control, the combining entity obtains control of another involving entity being 
absorbed on the combination date. The combination date is the date on which the combining entity 
effectively obtains control of the entity being absorbed. 


The assets and liabilities obtained under common control are measured at the carrying amounts as 
recorded by the entity being absorbed at the combination date. The difference between the carrying 
amount of the net assets obtained and the carrying amount of consideration paid for the combination 
(or the total face value of shares issued) is adjusted to capital reserve. If the balance of capital reserve is 
insufficient, any excess is adjusted to retained earnings. 


Business combination involving entities not under common control 

Business combination involving entities not under common control is a business combination in which 
all of the combining entities are not ultimately controlled by the same party or parties before and after 
the business combination. Under a business combination involving entities not under common control, 
the involving entity (the acquirer) obtains control of other involving entities (the acquiree) on the 
acquisition date. The acquisition date is the date on which the acquirer effectively obtains control of 


the acquiree. 


The acquirer shall, at the acquisition date, recognise the acquiree’s identifiable assets, liabilities and 
contingent liabilities that satisfy the recognition criteria at their fair values at that date of acquisition. 


Any excess of the sum of fair value of consideration paid for a business combination (or the fair value 
of equity securities issued) and the fair value of the acquiree’s equity held before the acquisition date 
over the acquirer’s interest in the fair value of the acquiree’s identifiable net assets is recorded as 
goodwill, which is measured at cost less any accumulated impairment losses subsequently. If the 
acquirer’s interest in the net fair value of the acquiree’s identifiable net assets exceeds the sum of fair 
value of considerations paid for a business combination (or the fair value of equity securities issued) 
and the fair value of the acquiree’s equity held before the acquisition date, the acquirer shall reassess 
the measurement of the fair value of the acquiree’s identifiable assets, liabilities or contingent liabilities, 
as well as the fair value of consideration paid for a business combination (or the fair value of equity 
securities issued) and the fair value of the acquiree’s equity held before the acquisition date, and 
recognize immediately in the income statement any excess remaining after reassessment. 
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SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 


Consolidated financial statements 


The scope of consolidated financial statements is determined by control basis, which consists of 
financial statements of the Company and its subsidiaries for the year ended 31 December 2013. A 
subsidiary is a company or entity (including company, divisible part in investee and a structured entity) 


that is controlled by the Company. 


The financial year and accounting policies of subsidiaries are applied consistently with the Company 
when preparing consolidated financial statements. All intercompany assets, liabilities, equities, 
revenues, expense and cash flows within the Group are fully eliminated on consolidation. 


Where the current loss assumed by minority shareholders of a subsidiary exceeds the minority interests 
of beginning equity, the balance offsets minority interests. 


For subsidiaries acquired through a business combination involving entities not under common control, 
the operating results and cash flows of the acquired company are included in the consolidated financial 
statements from the acquisition date until the date on which the Group ceases the control of the 
subsidiary. In preparing consolidated financial statements, the adjustments shall be made to the 
subsidiaries’ financial statement based on fair values of the identifiable assets, liabilities and contingent 
liabilities at the acquisition date, 


For subsidiaries acquired through a business combination involving entities under common control, the 
operating results and cash flows of a subsidiary are included in the consolidated financial statements 
from the beginning of combination period. In preparing consolidated financial statements, the 
adjustments shall be made to related items in prior years’ financial statements, as if the combination 
had occurred from the date when the combining entities first came under control of the ultimate 


controlling party. 


When change in relevant facts and circumstances leads to change of one or more of control factors, the 
Group considers re-assessing whether it has power over an investee. 


Cash and cash equivalents 


Cash represents the cash on hand and deposits which are readily available for payment. Cash 
equivalents represent the Group’s short term highly liquid investments which are readily convertible 
into known amounts of cash and subject to an insignificant risk of changes in value. 


Foreign operations and foreign currency translation 


The Group translates foreign currencies into the reporting currency when foreign currency transactions 
occur. 


Foreign currency transactions are initially recorded using the functional currency rates ruling at the 
dates of the transactions. Monetary items denominated in foreign currencies are translated into 
functional currencies at the rates of exchange ruling at the balance sheet date. The resulting exchange 
differences are recognized in the income statement, except those arising from the principals and 
interests on foreign currency borrowings specifically for the purpose of acquisition, construction or 
production of qualifying assets. Non-monetary items denominated in foreign currencies that are 
measured at historical cost are translated into functional currencies using the foreign exchange rate at 
the transaction date. Non-monetary items denominated in foreign currencies that are measured at fair 
value are translated using the foreign exchange rate at the date the fair value is determined; the 
exchange differences are recognized in other comprehensive income. 
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SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 


Foreign operations and foreign currency translation (continued) 


The Group translates functional currencies of overseas businesses into Renminbi when preparing 
financial statements. All assets and liabilities are translated at the rates of exchange ruling at the 
balance sheet date; shareholders’ equity, with the exception of Retained earnings, are translated at the 
rates of exchange ruling at the transaction date; all income and expense items in the income statement 
are translated at the average rates of exchange during the period. Exchange fluctuations arising from 
the translation mentioned above are recognized as other comprehensive income, and are presented 
separately in the shareholders’ equity in the balance sheet. When the overseas business is disposed of 
the exchange fluctuation reserve of the overseas business will be transferred to the income statement in 
the same period. In the case of a partial disposal, only the proportionate share of the related exchange 
fluctuation reserve is transferred to the income statement. 


The foreign currency cash flows and cash flows of a foreign subsidiary shall be translated at the rates 
of exchange ruling at the dates of the cash flows. The effect of changes in rates of exchange on cash 
and cash equivalents are presented separately in the cash flow statement. 


Inventories 


Inventories are initially recognized at cost, which comprises of purchase cost, processing cost, and 
other costs. Cost of delivered inventories is determined on weighted average basis. Turnover material 
includes lower priced and easily worn articles and packaging materials, which uses one-off method to 


amortize. 


At each balance sheet date, inventories shall be measured at the lower of cost and net realizable value. 
If the cost is in excess of amounts expected to be realized from their sale or use, provision for 
inventories is recognized in the income statement. When the circumstances that previously caused 
inventories to be written down below cost no longer exist and the net realizable value is higher than the 
carrying amount, the original amount of the write-down is reversed and charged to the income 


Statement. 


Net realizable value is the estimated selling price under the normal business term deducted by the 
estimated costs to completion, the estimated selling expenses and related taxes, Provision is considered 
on an individual basis for both raw materials and finished goods. Inventories that are relevant to the 
products produced and sold in the same area, with same or similar end use or purpose, and unable to 
measure separately from other items should be considered on category basis. 
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SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 


Long term equity investments 


Long term equity investments consist of investments in subsidiaries, jointly-controlled entities, 
associates, and other equity investments which the Group cannot control the investees, or the investee 
are neither jointly controlled nor significantly influenced by the Group, and no quoted market price in 
an active market so that whose fair value cannot be reliably measured. Long term equity investments 
are initially recognized at initial investment cost on acquisition. 


The cost method is applied for long term equity investments when the investee are neither jointly 
controlled nor significantly influenced by the Group, and no quoted market price in an active market so 
that whose fair value cannot be reliably measured. The cost method is applied for long term equity 
investments in the financial statements of the Company when the investee is controlled by the 
Company. Control refers to the right to obtain variable return through participating relevant activities 
of investee, and have ability to utilize right on investee to affect return amount. 


When the cost method is adopted, long term equity investments are recorded at initial investment cost. 
Profits or cash dividends declared to be distributed by the investee should be recognized as investment 
income in the current period, but such investment income is limited to proportionate distributions from 
accumulated profits after the date of acquisition. Also, it should consider whether there is impairment 
for the long term investment in accordance with the related asset provision policy. 


The equity method is applied for long term equity investments when investees are jointly controlled or 
significantly influenced by the Group. Joint control is the contractually agreed sharing of control of an 
arrangement, which exists only when decisions about the relevant activities require the unanimous 
consent of the parties sharing control. Significant influence is the power to participate in the financial 
and operating policy decisions of the investee but is not control or joint control over those policies. 


When the equity method is adopted, the initial cost of investment that in excess of the share of 
investee’s fair value on identifiable net assets remains unchanged; the initial cost of the investment that 
falls short of the share of investee’s fair value on identifiable net assets shall be adjusted, by which the 
difference had been charged to the income statement. 


When the equity method is adopted, the investor recognizes its investment income and adjusts the 
carrying amount of the investment based on the post-acquisition change in the investor’s share of net 
assets of the investee. The recognition of the investee’s result should base on the fair values of the 
individual identifiable assets of the investee according to the Group’s accounting policies and 
accounting period. And the gains and losses resulting from intercompany transactions with the investee 
should be eliminated to the extent of the amount attributable to the investor according to the 
shareholding (but if the gains and losses belong to asset impairment losses, it should be entirely 
recognized). The recognition should base on the adjusted income statement of the investee. With 
respect to the long term equity investment in associates and jointly controlled entities acquired before 
the first time adoption date, the remaining equity investment difference arising from the amortization 
using the straight line method (if exists) should be recognized as investment income or loss. The 
investor’s share of profits distribution or cash dividends declared by the investee is deducted from the 
carrying amount of the investment. The Group recognizes net losses incurred by the investee to the 
extent that the carrying amount of the investment and other substantially treated as equity interests to 
the investee is reduced to zero, except for which the investor has extra obligation to assume loss of it. 
For the changes of equity in investee other than net income statement, the investor adjusts carrying 
amount of investment to shareholders’ equity. 


When long term equity investment are being disposed of, the difference between the carrying amount 
and the actual proceeds received should be charged to the income statement. For long term equity 
investments under equity method, the amount recognized in the equity previously shall be transferred 
to the income statement upon its disposal. 


CSR QINGDAO SIFANG CO,, LTD. 

NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
31 December 2013 

Renminbi Yuan 


III. 


10. 


12. 


SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 


Fixed assets 


Fixed assets are recognized in situations when it is probable that their related future economic benefits 
will flow into the Group, and their cost can be measured reliably, The subsequent expenditure is 
recorded in the cost of fixed assets only if the conditions above are met and the carrying amount of 
parts which had been replaced shall be derecognized: otherwise, is charged to the income statement. 


Fixed assets are initially recorded at cost. The purchase cost of fixed assets comprises its purchase price, 
related taxes, and any directly attributable expenditure for bringing the asset to its working condition 
for its intended use. 


Depreciation is provided on fixed assets using the straight-line method. The estimated useful lives, 
estimated residual values, and the annual depreciation rates of each category of fixed assets are as 


follows: 


Estimated Estimated Annual 
useful life residual value depreciation rate 
Buildings and structures 20 year 5% 4.75% 
Machine equipment 5-15 year 5% 6%-19.00% 
Transportation vehicles and equipment 4-15 year 5% 6% - 23.75% 
Other Equipment 3-10 year 5% 9.50% - 31.67% 


The Group reviews the estimated useful lives, estimated residual values, and depreciation method, and 
adjusts if appropriate, at least at each balance sheet date. 


Construction in progress 


Construction in progress is recognized based on the actual construction expenditures incurred. It 
consists of all types of expenditure necessarily to be incurred, capitalized borrowing costs on related 
borrowed funds before the asset is ready for its intended use, and other related expenditure during the 
period of construction. 


Construction in progress is transferred to fixed assets when the asset is ready for its intended use. 


Intangible assets 


Intangible assets are recognized if and only if it is probably that the related economic benefits will flow 
into the Group and the costs of which can be measured reliably. Intangible assets are measured at cost 
initially. However, for intangible asset acquired in the business combination whose fair value can be 
reliably measured, it is separately recognized and measured at its fair value 


The useful lives of intangible assets are assessed based on estimated economic benefits periods. Those 
intangible assets without foreseeable economic benefits periods are classified as intangible assets with 
indefinite useful lives. 


The useful lives of the Group’s intangible assets are as follows: 


Useful life 
Land use rights 50 years 
Proprietary technology 2-10 years 
Software 10 years 
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SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 


Intangible assets (continued) 


The Group accounts for its land use rights as intangible assets. The land use rights are measured as 
intangible assets that are separate from internally generated buildings measured as fixed assets. With 
respect to the land use right purchased together with buildings, the acquisition cost is allocated between 
the two parts proportionately, or otherwise, is wholly accounted for as fixed assets. 


Intangible assets with finite useful lives are amortized over the useful lives on the straight-line basis. 
The Group reviews the useful lives and amortization method of intangible assets with finite useful lives, 
and adjusts if appropriate, at least at each balance sheet date. 


Research expenditures and development expenditures 


The expenditures for internal research and development projects of the Group were classified into 
research expenditures and development expenditures. All research costs are charged to the income 


statement as incurred. 


Expenditure incurred on projects to develop new products is capitalized only when the Group can 
demonstrate the technical feasibility of completing the intangible asset so that it will be available for 
use or Sale, its intention to complete and the ability to use or sell the asset, how the asset will generate 
future economic benefits including demonstrating the asset or products produced using the asset exist 
market or usefulness when used internally, the availability of technical, financial and other resources to 
complete the project and the ability to use or sale, and the ability to measure reliably the expenditure 
during the development. Product development expenditure which does not meet these criteria is 
expensed when incurred. 


Financial instruments 


A financial instrument Is any contract that gives rise to a financial asset of one entity and a financial 
liability or equity instrument of another entity. 


Recognition and derecognition of financial instruments 


The Group recognizes a financial asset or a financial liability when, and only when, it becomes a party 
to the contractual provisions of the instrument. 


A financial asset (either a part of financial asset or a part of a Group of similar financial assets) will be 
derecognized and written-off from its account and balance sheet when and only when: 


(1) The contractual rights to the cash flows from the financial asset expire: or 

(2) It transfers the contractual rights to receive the cash flows of the financial asset in a manner, or 
assumes a contractual obligation to pay the cash flows to one or more recipients in an “transfer 
arrangement” and that (a) substantially transfers all the risks and rewards of ownership of the 
financial asset, or (b) neither transfers nor retains substantially all the risks and rewards of 
ownership of the financial asset, but abandons control of the financial asset. 


A financial liability is derecognized when, and only when, the current obligation is discharged or 
cancelled or expired. If existing financial liabilities is replaced by the same debtor with a new financial 
liability, whose contractual stipulations is substantially different from that regarding the existing 
financial liability, or if an enterprise makes substantial revisions to almost all of the contractual 
stipulations of the existing financial liability, it shall terminate the recognition of the existing financial 
liability, and at the same time recognize the financial liability after revising the contractual stipulations 
as a new financial liability, and the difference is recognized in the income statement. 


All regular way purchases and sales of financial assets are recognized on the trade date, that is, the date 
that the Group commits to purchase or sell the asset. Regular way purchases or sales are purchases or 
sales of financial assets that require delivery of assets within the period generally established by 
regulation or convention in the marketplace. 
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SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 
Financial instruments (continued) 
Classification and measurement of financial assets 


The Group classifies its financial assets into four categories when recognized initially, including: 
financial assets at fair value through profit or loss, held-to-maturity investments, loans and receivables, 
and available-for-sale financial assets. Financial assets are measured at fair value initially. For financial 
assets at fair value through profit or loss, the directly associated transaction costs are charged to the 
income statement; for other financial assets, the directly associated transaction costs are recognized as 
initial investment cost. 


The subsequent measurement of financial assets depends on its classification: 


Financial assets at fair value through profit or loss 

Financial assets at fair value through profit or loss comprise of financial assets held for trading and 
those that are designated as at fair value through the income statement upon initial recognition. A 
financial asset is classified as held for trading if it is: acquired principally for the purpose of selling it in 
the near term; part of a portfolio of identified financial instruments that are managed together and for 
which there is evidence of a recent actual pattern of short-term profit-taking; a derivative (except for a 
derivative that is a financial guarantee contract or a designated and effective hedging instrument, or is 
linked to and must be settled by delivery of such unquoted equity instruments in an active market, and 
whose fair value cannot be reliably measured). Such financial assets are measured under fair value 
method subsequently. All the realized and unrealized gains or losses are recognized in the income 
statement. Any dividends or interest earned on these financial assets should be recognized in income 


Statement. 


Held-to-maturity investments 

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments 
and fixed maturity that the Group has the positive intention and ability to hold to maturity. Held-to- 
maturity investments are subsequently measured at amortized cost using the effective interest rate 
method. Gains or losses are recognized in the income statement when the held-to-maturity investments 
are derecognized, impaired, or amortized. 


Loans and receivables 
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 


unquoted in an active market. Loans and receivables are subsequently measured at amortized cost 
using the effective interest rate method. Gains or losses are recognized in the income statement when 
the loans and receivables are derecognized, impaired, or amortized. 


Available-for-sale financial assets 

Available-for-sale financial assets are those non-derivative financial assets that are initially designated 
as available for sale or are not classified as the abovementioned other categories of financial 
instruments. Such available-for-sale financial assets are measured at fair value in subsequent 
measurement. The premium or discount is amortized using the effective interest method, with interests 
recognized as interest income or expense. The fair value changes of available-for-sale financial assets 
are recognized as other comprehensive income in capital reserves except for changes arising from 
impairment losses or foreign exchange conversion on non-Renminbi monetary financial assets. When 
the financial asset is derecognized or impaired, the accumulated gains or losses recognized in prior 
periods are transferred to the income statement. All dividends or interest income related to available- 
for-sale financial assets are recognized in the income statement. 


Investments in equity instruments that do not have a quoted market price in an active market and whose 
fair value cannot be reliably measured are measured at cost. 
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SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 
Financial! instruments (continued) 


Classification and measurement of financial liabilities 


The Group classifies its financial liabilities, when recognized initially as: financial liabilities at fair 
value through profit or loss and other financial liabilities. With respect to financial liabilities at fair 
value through profit or loss, its transaction costs are charged to the income statement: whereas other 
financial liabilities, its transaction cost are recognized as initial cost. 


The subsequent measurement of financial liabilities depending on their classification: 


Financial liabilities at fair value through profit or loss 

Financial liabilities at fair value through profit or loss comprise of financial liabilities held for trading 
and those that are designated as fair value through profit or loss upon initial recognition. A financial 
liability is classified as held for trading if it is: incurred principally for the purpose of repurchasing in 
the near term: part of a portfolio of identified financial instruments that are managed together and for 
which there is evidence of a recent actual pattern of short-term profit-taking; a derivative (except for a 
derivative that is a financial guarantee contract or a designated and effective hedging instrument, or is 
linked to and must be settled by delivery of such unquoted equity instruments in an active market, and 
whose fair value cannot be reliably measured). Such financial liabilities are measured under fair value 
method subsequently. All the realized and unrealized gains or losses are recognized in the income 


Statement. 


Other financial liabilities 
Other financial liabilities are subsequently measured at amortized cost using the effective interest rate 
method. 


Derivative financial instrument 


The Group uses derivative financial instrument such as forward foreign currency contract hedging for 
foreign exchange risk. Derivative financial instrument is initially recorded at fair value of signed date 
of derivative trading contract and subsequently measured at fair value. The fair value of derivative 
financial instrument which is positive is recognized as an asset and which is negative is recognized as a 
liability, A derivative financial instrument that is linked to and must be settled by delivery of such 
unquoted equity instruments in an active market and whose fair value cannot be reliably measured, is 


recorded at cost. 


Profit or loss of generated by fair value change are charged to the income statement, except the part of 
cash flow pledging which is effective is charged to other comprehensive income. 
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SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 


Financial instruments (continued) 


Impairment of financial assets 


The Group assesses carrying amount of a financial asset at each balance sheet date and provides 
impairment provision when there is any objective evidence that the financial asset is impaired. Such 
objective evidence refers to events: occurred after the initial recognition of the financial asset; impacted 
on the estimated future cash flows of the financial asset: such impacts can be reliably measured. 


Financial assets carried at amortized cost 

If an impairment loss has been incurred, the amount of the loss is measured as the difference between 
the asset’s carrying amount and the present value of estimated future cash flows (excluding future 
credit losses that have not been incurred). The present value of the estimated future cash flows is 
discounted at the financial asset’s original effective interest rate (i.e., the effective interest rate 


computed at initial recognition). 


For assets that are individually significant, impairment assessment is made on an individual basis, and 
an impairment loss is recognized in the income statement when objective evidence of impairment 
exists. Assets that are individually insignificant, the Group includes the assets in a Group of financial 
assets with similar credit risk characteristics and collectively assess them for impairment. For assets 
that have been individually assessed (including individually significant and individually insignificant), 
but for which there is no objective evidence of impairment, are included within a Group of assets with 
similar credit risk characteristics and collectively assessed for impairment. Assets that are individually 
assessed for impairment and for which an impairment loss is recognized cannot be subject to a 
collective impairment assessment. 


If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognized, the previously recognized 
impairment loss is reversed and recognized in the income statement. The reversal shall not result in a 
carrying amount of the financial asset that exceeds when the amortized cost would have had the 
impairment not been recognized at the reversal date. 


Available-for-sale financial assets 

When there is objective evidence that the financial asset is impaired, the cumulative loss that had been 
recognized directly in other comprehensive income due to decline in the fair value shall be removed 
and recognized in the income statement. The amount of the cumulative loss that is removed shall be 
the remaining balance of the acquisition cost deducted by any principal repayment, amortization, 
current fair value, and any impairment loss on that financial asset previously recognized in the income 


Statement. 


Impairment losses for an investment in an equity instrument classified as available for sale shall not be 
reversed through the income statement. Increase in their fair value after impairment is recognized 
directly in other comprehensive income. 


If, in a subsequent period, the fair value of a debt instrument classified as available for sale increases 
and the increase can be objectively related to an event occurring after the impairment loss was 
recognized in the income statement, the impairment loss shall be reversed, with the amount of the 


reversal recognized in the income statement. 
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SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 
Financial instruments (continued) 


Impairment of financial assets (continued) 


Financial assets carried at cost 

If there is objective evidence that an impairment loss on the financial asset has been incurred, the 
amount of the loss is measured as the difference between the asset's carrying amount and the present 
value of estimated future cash flows discounted at the current market rate of return for a similar 
financial asset, and recognized in the income statement. Impairment losses on these assets are not 


reversed. 


With respect to long term equity investments measured at cost method in accordance with CAS 2 
“Long-term Equity Investments”, for which the investments are not quoted in an active market and 
their fair values cannot be reliably measured, their impairment are assessed under the above mentioned 


principles. 
Transfer of financial assets 


The Group transfers substantially all the risks and rewards or control of the asset; it shall derecognize 
the financial assets, whereas, if it retains substantially all the risks and rewards or control of the asset, it 
should not derecognize the financial asset. 


When the Group has neither transferred nor retained substantially all the risks and rewards of the 
financial asset, it should follow the below treatment: if the control over the financial asset is lost, it 
should derecognize the financial asset and recognize the related assets and liabilities incurred. If the 
control over the financial asset has not been lost, the Group recognizes the financial asset to the extent 
of its continuing involvement of the financial asset and recognize an associated liability. 


Borrowing costs 


Borrowing costs are interests and other expenses arising from borrowings of the Group, including 
interests, amortization of discounts or premiums, ancillary expenses and exchange differences arising 
from foreign currency borrowings. 


All the borrowing costs are directly attributable to construction or productions of all qualifying assets 
are capitalized and other borrowing costs are treated as an expense. A qualifying asset 1s defined as a 
fixed asset, investment property or inventory that necessarily takes a substantial period of time to get 
ready for its intended use or sale. 


The capitalization of borrowing costs commences when: 

(1) Expenditures for the assets are being incurred; 

(2) Borrowing costs are incurred; 

(3) The acquisition and construction activities that are necessary to bring the assets to get ready for 


their intended use or sale have commenced. 


The capitalization of borrowing costs ceases when the asset being acquired or constructed is 
substantially ready for its intended use or sale and borrowing costs incurred thereafter treated as an 


expense. 
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SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 


Borrowing costs (continued) 


Within the capitalization period, the amounts of capitalized borrowing costs for each accounting period 
are determined by following methods: 


(1) For the specific borrowings, the borrowing costs eligible for capitalization are the actual 
borrowing costs incurred during current period deducted by any temporary interest or 
investment income 

(2) For the general borrowings, the borrowing costs eligible for capitalization are determined by 
applying a capitalization rate to the capital expenditure that accumulated capital expenditures 
exceed the specific borrowings. 


Capitalization of borrowing costs is suspended during extended periods in which the acquisition or 
construction of a fixed asset is interrupted abnormally and the interruption lasts for more than three 
months, until the acquisition or construction is resumed. Borrowing cost incurred during the 
interruption period is treated as an expense, which is recognized in the income statement, until the 
activity of construction or productions of the fixed asset restarts. 


Impairment of assets 


The impairment of assets excluding inventories, deferred income taxes and financial assets shall be 
determined in accordance with the below methods: 


The Company shall assess at each balance sheet date whether there is any indication that an asset may 
be impaired. If any such indication exists, the entity shall estimate the recoverable amount of the asset 
for impairment test. Irrespective of whether there is any indication of impairment, an entity shall also 
test goodwill acquired in a business combination and an intangible asset with an indefinite useful life 
for impairment at least annually at each year-end. 


The recoverable amount is to be determined as the higher of an asset’s or cash-generating unit’s fair 
value less costs to sell and the present value of anticipated future cash flows. Recoverable amount shall 
be estimated for the individual asset. If it is not possible to estimate the recoverable amount of the 
individual asset, an entity shall determine the recoverable amount of the cash-generating unit to which 
the asset belongs (the asset’s cash-generating unit). An asset’s cash-generating unit is the smallest 
Group of assets that includes the asset and generates cash inflows that are largely independent of the 
cash inflows from other assets or Groups of assets. 


An impairment loss is recognized if the carrying amount of assets or Group assets exceeds its 
recoverable amount. The Company writes off the carrying amount to recoverable amount. The 
difference is recorded in current income statement and resultant provision accrued. 


If above-stated impairment losses are recognized, no reversal of such impairment losses is permitted. 
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SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 


Accrued liability 


Except for contingent considerations or contingent liabilities assumed under a business combination, a 
accrued liability is recognized if: 


(1) the obligation is a present obligation assumed by the Group; and 

(2) it is probable that an outflow of resources embodying economic benefits will be required to 
settle the obligation; and 

(3) a reliable estimate can be made of the amount of the obligation. 


Estimated liabilities are initially measured at the best estimate of the expenditure required to settle the 
present obligation, after considering of risks, uncertainties, present value, etc. Estimated liabilities shall 
be reviewed at each balance sheet date and adjusted to reflect the current best estimate. 


Revenue 


Revenue Is recognized when it is probable that the economic benefits associated with the transaction 
will flow into the Group and the relevant amounts of revenue can be measured reliably, as well as all 
the following conditions are satisfied. 


Revenue from the sale of goods 


Revenue from the sale of goods is recognized when the significant risks and rewards in relation to 
ownership of the goods have been transferred to the buyer, the Group retains neither continuing 
management nor effective control over the goods sold; and the relevant amounts of costs can be 
measured reliably. The revenue from the sale of goods shall be determined by the amount received or 
receivable by the purchaser stipulated in the contract or agreement, unless the amount received or 
receivable stipulated in the contract or agreement is not at fair value. If the receivable method of the 
amount stated in the contract or agreement is made by deferred method and it contains the nature of 
financing, it should be determined by the fair value of the amount receivable as stated in the contract or 


agreement. 


Revenue from the rendering of services 


As at the balance sheet date, when the outcome of a transaction involving the rendering of services can 
be estimated reliably, revenue is recognized by reference to the percentage of completion method; 
otherwise, revenue is recognized only to the extent of the expenses recognized that are recoverable. 
The outcome of a transaction can be estimated reliably when all the following conditions are satisfied: 
the amount of revenue can be measured reliably; it is probable that the economic benefits associated 
with the transaction will flow into the Group; the stage of completion of the transaction can be 
measured reliably; the costs incurred for the transaction and the costs to complete the transaction can 
be measured reliably. The stage of completion is determined by the proportion that costs incurred to 
date bear to the estimated total costs of the transaction. For the revenue from rendering of services, it is 
determined by the amount received or receivable from the party receiving the service as stated in the 
contract or agreement unless the amount received or receivable as stated in the contract or agreement is 


not at fair value. 


When the Group enters in to contract or agreement with other parties which contains both sales of 
goods and rending of services, if the portion of sale of goods and rendering of services can be 
separately measured, the portion of sale of goods and rendering of services are measured individually. 
If the portion of sale of goods and rendering of services cannot be separately measured or even if it 
could separately measured but cannot measured individually, it is deemed to be sales of goods. 
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SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 
Revenue (continued) 


Interest Income 


Interest income is recognized based on the time horizon of the use of the Group’s cash by others and 
effective interest rate. 


Lease income 


Lease income from operating lease is recognized over the lease terms on the straight-line basis. 
Contingent lease income is recognized when it incurred. 


Lease 


Leases that transfer substantially all the rewards and risks of ownership of assets to the Company, other 
than legal title, are accounted for as finance leases. Leases where substantially all the rewards and risks 
of ownership of assets remain with the lesser are accounted for as operating leases. 


As lessee under operating leases 


Where the Company is the lessee, rentals payable under operating leases net of any incentives received 
from the lesser are charged to relevant assets cost or the income statement on the straight-line basis 
over the lease terms. Contingent rentals are recognized in income statement when actually incurred. 


As lesser under operating leases 


Where the Company is the lesser, rentals income under operating leases net of any incentives received 
from the lesser are charged to the income statement on the straight-line basis over the lease terms. 
Contingent rentals are recognized in income statement when actually incurred. 


Government grants 


Government grants are recognized at their fair value where there is reasonable assurance that the grant 
will be received and all attaching conditions will be complied with. Where the Group receives a 
monetary grant, the asset and the grant are recorded at the amount received or receivable. Where the 
Group receives a non-monetary grant, the asset and the grant are recorded at the fair value of the non- 
monetary assets or a nominal amount when the fair value is not available. When the grant relates to an 
expense item, it is credited to a deferred income account and recognized as income over the periods 
necessary to match the grant on a systematic basis to the future costs or losses that it is intended to 
compensate. When the grant relates to the expenses or losses already incurred, it is directly recognized 
in income statement. Where the grant relates to an asset, the fair value is credited to a deferred income 
account and is released to the income statement over the expected useful life of the relevant asset by 
equal annual installments. But for grants received relating to an asset with a nominal amount, it is 
directly recognized in income statement. 


Employee benefits 


Employee benefits are all forms of retains and compensations given by an entity in exchange for 
service by employees or termination of labor relationship. Employee benefits include short-term 
benefits, post-employment benefits, termination benefits and other long-term benefits. That the Group 
provides benefits to spouse, children, dependents of employees, survivors of the late employees and 


other beneficiary etc.. 


Post-employment benefit (defined contribution plans) 


Expenditures for employees’ pension insurance scheme managed by local government are capitalized 
in related assets or charged to the income statement. 
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SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 


Employee benefits (continued) 


Post-employment benefit (defined benefit plans) 


Except the above mentioned pension insurance, the Group provides external retirement benefits plans 
such as supplementary pension insurance. These plans include paying subsistence allowance to staff 
monthly after retirement, which the amount of subsidy is determined by staffs service time and related 
subsidy policies. All external retirement benefits plans are belonged to defined benefit plans, 


That re-measurement caused by defined benefits retirement pension plans are immediately recognized 
in balance sheet, including actuarial profit and loss, fluctuation affected by assets upper limit (deduct 
the amount contained in interest net amount) and planed assets retains (deduct the amount contained in 
interest net amount), which records into shareholders’ equity in incurred period through other 
comprehensive income and cannot be written back to profit and loss in subsequent period. 


That the earlier date of amendment to defined benefit plans and recognition of relevant expense of 
recombination or termination benefit is recognized cost of past service as current expense. 


The Group does not provide and pay any external benefits (including retirement salary, subsidy and 
medical etc.) to staff who is retired from | July 2007. 


Income tax 


Income tax comprises current tax and deferred tax, and is normally recognized as income or expense in 
the income statement, except to the extent that it arises from: tax adjustment goodwill arising from a 
business combination; tax arising from an item that has been recognized directly in equity, which 


recognized in equity. 


Current tax assets and liabilities for the current and prior periods are measured at the amount expected 
to be recovered or paid according to the taxation laws and regulations. 


Based on the differences between the carrying amount of an asset or liability in the balance sheet and 
its tax base: and the differences between the carrying amount of some items that have a tax base but are 
not recognized as assets and liabilities and its tax base, the Group adopts liability method for provision 


of deferred tax. 


A deferred tax liability is recognized in respect of all taxable temporary differences except those arising 
from: 


(1) the initial recognition of goodwill; or the initial recognition of an asset or liability in a 
transaction which: is not a business combination; and at the time of the transaction, affects 
neither accounting profit nor taxable profit; and 

(2) as to temporary differences associated with subsidiaries, jointly controlled entities and 
associates, the Group is able to control the timing of the reversal of the temporary difference; 
and it is probable that the temporary difference will not reverse in the foreseeable future. 


A deferred tax asset is recognized in respect of all deductible temporary differences to the extent that it 
is probable that taxable profit will be available against which the deductible temporary difference will 
be utilized except those arising from the initial recognition of an asset or liability in a transaction which: 


(1) is not a business combination; and at the time of the transaction, affects neither accounting 


profit nor taxable profit; and 

(2) as to deductible temporary differences associated with subsidiaries, jointly controlled entities 
and associates, a deferred tax asset is recognized to the extent that it is probable that: the 
temporary difference will reverse in the foreseeable future; and taxable profit will be available 
against which the temporary difference can be utilized. 
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SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 


Income tax (continued) 


At each balance sheet date, deferred tax assets and liabilities are measured, based on taxation laws and 
regulations, at the tax rates that are expected to apply to the period when the asset is realized or the 
liability is settled, taking into account the income tax effect of expected asset realization or liability 
settlement at the balance sheet date. 


The carrying amount of a deferred tax asset is reviewed at each balance sheet date and ts reduced to the 
extent that it is no longer probable that sufficient taxable profits will be available to allow the related 
tax benefit to be utilized. Any such reduction is reversed to the extent that it becomes probable that 
sufficient taxable profits will be available. 


Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set off 
current tax assets against current tax liabilities and the deferred taxes relate to the same taxable entity 


and the same taxation authority. 


Safety expense 


Safety expense extracted according to the policy is recorded into the cost of related products or 
recognized in the income statement and recorded into the special reserve. That whether it can be 
formed fixed assets or not when using it shall be treated respectively. If it belonged to expense 
expenditure, the special reserve can be directly decreased. If it can be formed fixed assets, fixed assets 
can be recognized when the asset is ready for its intended use after accumulating incurred the 
expenditure, and the equivalent special reserve can be decreased and the equivalent accumulated 


depreciation can be recognized. 


Joint operation 


A joint operation is a type of joint arrangement whereby the parties that have joint control of the 
arrangement have rights to the net assets of the joint venture. Joint control is the contractually agreed 
sharing of control of an arrangement, which exists only when decisions about the relevant activities 
require the unanimous consent of the parties sharing control 


A joint operator shall recognize in relation to its interest in a joint operation: its assets, including its 
share of any assets held jointly; its liabilities, including its share of any liabilities incurred jointly; its 
revenue from the sale of its share of the output arising from the joint operation; its share of the revenue 
from the sale of the output by the joint operation; and its expenses, including its share of any expenses 


incurred jointly. 
Significant accounting judgments and estimates 


The preparation of the Group's financial statements requires management to make judgments, estimates 
and assumptions that affect the reported amounts and disclosure of revenues, expenses, assets and 
liabilities, and the disclosure of contingent liabilities, at the reporting date. However, uncertainty about 
these assumptions and estimates could result in outcomes that could require a material adjustment to 
the carrying amounts of the assets or liabilities affected in the future. 
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SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 


Significant accounting judgments and estimates (continued) 


Judgments 


In the process of applying the Group's accounting policies, management has made the following 
judgments, which have significant effect on the amounts recognized in the financial statements: 


Sale of goods 
The management considers sales of new production are not classified as construction contracts, which 


is not applicable to percentage of completion method in accounting treatment. The reasons are as 
follows: 1) The buyer and builder of the Group’s main products do not have ability to assign significant 
structural changes before building and during the building; 2) The Group will not rashly change 
matured main structural design, although after finishing implementation of digestion and absorb of 
imported technology and localization of component parts. For other products: 1) the Group provides 
common standards and already-designed products for buyers, which the buyers can only choose from 
assigned series of design programs and be limited by established design of chosen products; 2) the 
buyer can only claim subtle changes on the basis of fundamental design but not the mainly structural 
changes: 3) the buyers are difficult to make significant changes for established design of the products, 
which is limited to factors of engineering, technology, design ability and the products that must comply 
with strictly mandatory national safety standards. So, the Group considers sale of above products as 


revenue from sale of goods. 


Estimation uncertainty 


Except the uncertainty of significant accounting policies mentioned above, the key assumptions 
concerning the future and other key sources of estimation uncertainty at the balance sheet date, that 
have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities 
within the next financial year, are discussed below. 


Liabilities of supplementary pension benefit and other external benefit plans 

Supplementary pension plan and other external benefit plans have been recognized as a liability by the 
Group. The estimated amount of the benefit plans’ expenses and liabilities shall be calculated and paid 
by various assumptions, including discount rate, growth rate of related period benefit expense and other 
factors. Deviation between actuarial assumptions and real actual results will affect accuracy of 
accounting estimates. Any change of assumptions will affect amount of accrued Itability of related 
supplementary pension insurance and other external benefit plans, although the management considers 
the assumptions above are reasonable. 


Research expenditures and development expenditures 
When determining the amount of capitalization, the management must make assumptions of estimated 
future cash flow related to assets, appropriate discount rate and estimated beneficial period. 


Product warranties 

The Group accrues product warranties of current year for sales of products that have warranty duty 
according to accrued liability accounting policy, which warranty expense occurred in previous years 
accounting for the proportion of current income and actual average warranty period translate into 
warranty money rate. The Group writes down provision of retention money when related warranty 
expenses actually occurred, That the difference between current estimate and results of re-estimated 
will affect amount of accrued liability of changed period of estimate. 


Deferred tax assets 
Deferred tax assets are recognized to the extent that it is probable that taxable profit will be available 


against which the deductible temporary difference and unused tax credit can be utilized. Significant 
management judgment is required to determine the amount of deferred tax assets that can be 
recognized, based upon the likely timing and level of future taxable profits together with tax planning 


Strategies. 
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TAX 


The major taxes and rates for the Company during the year are as below: 


Value-added tax 17% of taxable income of general taxpayer as output tax, less input tax that is 
deductible in current year; exporting business follow "Exemption, Set Off and 
Refund Method" 

Business tax Payable based on 5% of the taxable income. 

City construction and Payable based on 7% of the actual payment of turnover tax to be paid. 


maintenance tax 


Income tax On 6 September 2012, the Company got the certificate of high technology 
enterprises jointly awarded by Science and Technology Bureau, Financial 
Bureau, State Taxation Administration and Local Taxation Authorities of 
Qingdao. The certificate NO. is GF201337100081 and period of validity is 
three years. According to relevant provisions of the Law of the People’s 
Republic of China on Enterprise Income Tax: high technology enterprises 
shall be subject to corporate income tax at the rate of 15%. Domestic 
subsidiaries of the Company shall be subject to corporate income tax at the 
rate of 25%. Overseas subsidiaries of the Company shall be subject to 
corporate taxable income and applicable tax rate. 


SCOPE OF FINANCIAL STATEMENT CONSOLIDATION 


The details of subsidiaries are as follows: 


Percentage 

Place of Business Percentage of equity of voting 

Corporate name registration nature Registered capital Direct Indirect right 

CSR (Tianjin) Subway Rolling Stock Co., Lid Tianjin = Manufacturing 300,000,000.00 100% - 100% 
Wuhan CSR Sifang Reparement & 

Maintenance Center Co., Ltd Wuhan Manufacturing 50,000,000. 00 = 100% - 100% 
CSR America Incorporated USA Service US$2,000.000.00 100% - 100% 
Chengdu CSR Railway Vehicle Co., Lid. Chengdu = Manufacturing 222,630,000.00 51% - 51% 
Qingdao CSR Distribution & Service Co., Ltd Oingdao Trading 50,000,000.00 100% - 100% 
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Vi. MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


# Cash and bank balances 


Cash on hand 
Bank deposit 
Others 


Total 


2013 

206,525.77 
2,364,596,586.62 
46,934,000.00 


2,411,737,112.39 


2012 


95,961.61 
1,715,321,582.00 


50,976,570.00 


1,766,394.113.61 


As at 3! December 2013, the ownership of the Group’s cash and bank balances amounting to 
RMB46,934,000.00 have been restricted (31 December 2012: RMB50,976,570.00), see Note VI.14. 


Bills receivable 


Bank acceptance bills 
Commercial acceptance bills 


2013 


4,896,800.84 
509,52 1,600.00 


514,418,400.84 


2012 


210,500,000.00 


210,500,000.00 


As at 31 December 2013 and 31 December 2012, no bills receivable of the Group are restricted. 


3. Trade receivables 


The Group’s trade receivables were interest-free with normal credit terms of 180 days. 


The ageing of trade receivables is analyzed below: 


Within one year 
One to two years 
Two to three years 
Over three years 


Less: Provisions for bad debts 


Total 


The movement of provision for bad debts against trade receivables is disclosed below: 


Opening 
balance 
2013 134,032,719.33 


2012 55,033,035,52 


2013 


8,430,737,944.99 
64,032,012.99 
68,721 ,686.66 
479,669.98 


8,563,971,314.62 
44,349,381 .26 


8.519.621,933.36 


Increase Decrease during the year 


during the year Write-back Write-off 
52,838,277.46 142,521,615.53 - 
962,338.60 


79,962,022.41 - 


2012 


4.715,520,030.60 
492.725,885.56 
18,283,318.49 
60,727,809,55 


5,287,257,044.20 
134,032,719.33 


5,153,224,324.87 


Closing 
balance 


44,349,381.26 


134,032,719.33 


As at 31 December 2013 and 31 December 2012, no trade receivables’ ownership of the Group are 


restricted, see Note VI.i4. 
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VI. 


4. 


MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Prepayments 


The ageing of prepayments is analyzed below: 


Within one year 
One to two years 


Total 


Other receivables 


2013 


230,441,746.66 
563.17 


230,442,309.83 


The ageing of other receivables is analyzed below: 


Within one year 

One to two years 

Two to three years 
Three years to four years 


Less: Provisions for bad debts 


Total 


The movement of provision for bad debts against other receivables is disclosed below: 


Opening 
balance 
2013 3.388,232.70 


2012 217,200.00 


2013 


3,509,226,450.18 
1,434,636.75 
7,111,484.20 
3,669,985.04 


3,521,442.556.17 
3,578,380.32 


3,517,864,175.85 


Increase 
during the year 


190,147.62 


3.171,032.70 
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2012 
26,62 1,204.48 
5,778,905.3 1 


32,400, 109.79 


2012 


3,176,692,904.15 
7,655,677.68 
4,479,762.07 


3,188,828,343.90 
3,388,232.70 


3,185,440,111.20 


Closing 
balance 


3,578,380.32 


3,388,232.70 


— 
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6. 


MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Inventories 


Raw materials 
Work in progress 
Finished goods 
Goods in transit 


Less: Provisions for bad debts 


Total 


2013 


1,819.284,475.07 
1 ,.298,058,715.75 
42,003,188.74 


170,819,234.30 


3,330,165,615.86 


111,643,377.79 


3,2 18,522,236.07 


The movement of provision for inventories is disclosed below: 


2013 


Raw materials 
Work in progress 
Finished goods 
Goods in transit 


2012 


Raw materials 
Work in progress 
Finished goods 
Goods in transit 


Opening balance 


85,178,310.57 
208,490.12 
2,179,700.52 
3,310,245.87 


90,876,747.08 


Opening balance 


35,365,721.58 
208,490.12 
261,385.50 
3.299,302.69 


39,134,899.89 


Increase 
during the year Write-back 
86,786.799.06 75,747,133.16 
12,235,736.93 208,490.12 
888,551.37 2,179,700.52 
2,301,113.02 3,3 10,245.87 
102,212,200.38 81,445,569.67 

Increase 
during the year Write-back 
49.8 12,588.99 - 
1,.918,315.02 . 
169,672.67 158,729.49 


51,900,576.68 


158,729.49 


2012 


2,098,006,350.47 
2,930,328,173.98 
36,523,839.27 
211,124,247.35 


5,275,982,611.07 
90,876,747.08 


5,185,105,863.99 


Closing balance 


96,217,976.47 
12,235,736.93 
888,551.37 
2,301,113.02 


111,643,377.79 


Closing balance 


85,178,310.57 
208,490.12 
2,179,700.52 
3,3 10,245.87 


90,876,747.08 


As at 31 December 2013 and 31 December 2012, no inventory’s ownership of the Group is restricted. 
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VI. 


7. 


MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Other current assets 


Value-added tax retained 
Prepaid income tax 


Long term equity investments 


Equity method 
Joint ventures 


Guangzhou CSR Sifang Rail Transit Equipment Co., Ltd. 


Associates 
Qingdao Sifang Kawasaki Rolling Technology Co., Ltd. 
Cost method 
Beijing CSR Huasheng Chuangye Investment Fund 


Joint ventures’ and Associates’ major financial information: 


2013 


2,49 1,440.24 


781,815.84 


3,273,256.08 


2013 


2,614,708.00 


7,220,008.90 


12,000,000.00 


21,834,716.90 


Registered Business Registered 
Address Nature Capital 
Joint ventures 
Guangzhou CSR Sifang Rail 
Transit Equipment 
Co., Ltd. Guangzhou Trading 5,020,000.00 
Associates 
Qingdao Sifang Kawasaki 
Rolling Technology 
Co., Ltd. Qingdao Manufacturing 11,587,100.00 


Closing balance Closing balance 
of assets of liabilities 


Joint ventures 
Guangzhou CSR Sifang Rail 


2012 


338,351,416.69 


338,351,416.69 


2012 


7,098,042.69 


6,000,000.00 


13,098,042.69 


Percentage Percentage 
ofequity of voting 
right 


50.00% 50.00% 


39.00% 39.00% 


Revenue Net profit 
during the year during the year 


Transit Equipment Co., Ltd. 50,559,998.58 45,330,582.58 38,489 


Associates 
Qingdao Sifang Kawasaki Rolling 


592.35  2,094,160.04 


Stock Technology Co., Ltd. 20,744.836.40 = 2,231,993.07 15,113 
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Fixed assets 


2013 


Cost: 


At | January 2013 


Purchase 


Transfer from construction 


in progress 
Reclassification 


Disposal 


At 3] December 2013 


Accumulated depreciation: 


At | January 2013 


Provided during the year 


Write-olf 


At 31 December 2013 


Net carrying amount: 
At 31 December 2013 


At | January 2013 


Buildings 
and structures 


1,842,082,651.45 
117,236.40 


167,280,291 .06 
| .298,762.07 


Plant. 
machinery and 
equipment 


2,587,088, 721.12 


127,900,012.69 


( 37,809,046.99) 


2.677.179,686.82 


( 


Transportation 
vehicles and 
equipment 


17,275,165.82 


356,929.68 


MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Other 
equipment 


177,914,097.65 
176.841.87 


37,148,359.77 
( 1,298.762.07) 


Total 


4.624,360,636.04 
294,098.27 


332,685,593 .20 


91,308.13) ( 5,989,408.42) ( 43,889,763.54) 


——— eee 


17,540,787.37 


ne i  ........ — -_ -— A errr" 
i 


30)2,934,254.40 
98.634.960.33 


908,114,554.56 
255,762,255,79 
( 34.763,520.17) 


( 


12,428.343.60 
1,530,188.60 
90,395.05) 


86,013,025.16 
38.596,228.81 
( 5,824.516.47) ( 


1.309,490,177.72 
394.523.633,53 
40,678.431.69) 


1,129,113,290.18 


13,868.137.15 


118,784,737.50 


1.663,335,379.56 


a 


1.548,066,396.64 


| 678,974, 166.56 


40 


3,672,650.22 


4.846.822.22 


89.166.391.30  3,250,115,184.41 


91,901,072.49  3,314,870,458.32 
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MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Fixed assets (continued) 


2012 
Plant. Transportation 
Buildings machinery and vehicles and Other 
and structures equipment equipment equipment Total 
Cost: 


At | January 2012 
Purchase - 
Transfer from construction 


in progress 


1,821,843,357.98 2,261,995.914.61 


25,.457,836.85 346,138,271.78 


17,522.900.00 123,073,558.93 4,224,435,731.52 
186,199.99 186,199.99 


788.082.22 66,526,067.19 438,910.258.04 


Disposal ( 5,218,543.38) ( 21,045,465.27) ( 1,035,816,40) (11,871,728.46) ( 39,171,553.51) 


At 31 December 2012 


Accumulated depreciation: 
At | January 2012 
Provided during the year 


230,049,884.40 — 665,335,087.60 
74,549,542.03 262,307,185.40 


— 


11,543,243.14 = 57,523,032,.80 964.451,247.94 
1,891,230.10  40,075,073.73 378,823,031.26 


Write-off ( = 1,665,172.03) ( 19,527.718.44) ( 1,006,129.64) (11,585,081.37) ( 33,784,101.48) 


At 31 December 2012 


302.934.254.40  908,114,554.56 


12,428.343.60  86,013,025.16  1,309.490,177.72 


Net carrying amount: 


At 31 December 2012 


At 1 January 2012 


Preparing for disposal of fixed assets are as follows: 


Carrying 
value 
At 31 December 2013 2,377,123.03 


At 31 December 2012 33,628.34 


1,539.148.397.05  1.678.974,166.56 


1.591.793.473.58 1,596,660,827.01 


SSE Ee 


Fare Estimated Estimated 


value disposalexpense _ disposal date 


The carrying value of the fixed assets under operating lease are as follows: 


Buildings 
and structures 
At 31 December 2013 7,519,302.75 


At 31 December 2012 7,995,503.29 


4] 


4,700,400.00 - March 2014 
211,000.00 - February 2013 
Plant machinery Total 

and equipment 
78,455.95 7,597,758.70 
78,455.95 8.073,959.24 
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MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Construction in progress 


2013 


High-speed train 

production project 
High-speed train repair project 
Urban rail transit 

production project 


Other projects 


At 31 December 2013 


2012 


High-speed train 

production project 
High-speed train repair project 
Urban rail transit 

production project 


Other projects 


At 31 December 2012 


Opening 
balance 


32,088 ,025.85 
11,321.924.70 


83.387.690.15 


50,520,409.45 


177,318,050.15 


Opening 
balance 


252,706,223.22 
4,249.717.64 


2,351,738.89 


93,679,585 .36 


352,987,265.11 


Increase 
during 
the year 


23,820,548.58 
14.477,667.55 


65,073,772.78 


100,352,436.75 


203,724,.425.66 


Increase 
during 
the year 


4,688,977.22 
1 3.589.442 68 


82.494 410.04 


162,953,724.64 


263.726.554.358 


Transferred 
to fixed assets 


52,962,956,24 
25,799,592.25 


137,960.505.77 


115,962,538.94 


332,685,593 .20 


Transferred 
to fixed assets 


225,307,174.59 
6,517,235.62 


972,947.28 


206.1 12,900.55 


438.910.258.004 


Decrease during the year 


Transferred to 
intangible assets 


18,044,393 12 


18,044,393.12 


Decrease during the year 


Transferred to 
intangible assets 


485,511.50 


485,511.50 


Closing 
balance 


2,945,618.19 


10,500,957.16 


16,865,914.14 


30,312,489.49 


Closing 
balance 


32,088,025.85 
11,321.924,70 


83,387,690.15 


30,520,409.45 


177,318,050.15 
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MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Intangible assets 


2013 


Cost: 
At I January 2013 
Purchase 
Transfer from construction 
in progress 
Decrease during the year 


At 31 December 2013 


Accumulated amortization: 
At | January 2013 
Provided during the year 
Write off during the year 


At 31 December 2013 


Net carrying amount 
At 31 December 2013 


At | January 2013 


2012 


Cost: 
At I January 2012 
Purchase 
Transfer from construction 
in progress 


At 31 December 2012 


Accumulated amortization: 
At | January 2012 
Provided during the year 


At 31 December 2012 


Net carrying amount 
At 31 December 2012 


At I January 2012 


Land use rights 


613,202.519.12 


613,202.519.12 


43,549.444.66 
12,997.886,89 


56,547.331.55 


556,655,187.57 


569,653.074.46 


Land 


use rights 


552,141,069.12 
61.061,450.00 


613.202.519.12 


31,263,941.32 


12.285,503.34 


43.549.444.66 


569,653,074.46 


520,877,127.80 


Software 


101,081,718.28 
11.3 12,982.03 


18,044,393.12 


3,225,393.19 


127,213,700.24 


22,.930,826.06 
11,286,220.65 


2,946.362.58 


31,270,684. 13 


95.943.016.11 


78.150.892.22 


Software 


70,195,990.99 
30.400,215.79 


485,511.50 


101.081.718.28 


15,323,555.54 


7,607,270.52 


22,930,826.06 


78,150,892.22 


54,872,435.45 


Proprietary 
technology 


14,294,901.65 
810,287.18 


15,105,188.83 


4.727,788.95 
1,054,922.91 


5.782.711.86 


9,322,476.97 


9.567,112.70 


Proprietary 
technology 


13,674,337.88 
620,563.77 


14.294.901.65 


2,571,517.43 


2,156,271.52 


4,727.788.95 


9,567.112.70 


11,102,820.45 


Total 


728.579,139.05 
12,123,269.21 


18,044,393, 12 


3,225,393.19 


755.521,408.19 


71,208,059.67 
25.339,030.45 


2,.946,362.58 


93,600.727,54 


661.920.680.65 


657,371,079.38 


Total 


636,011,397.99 
92,082,229.56 


485,511.50 


728,579, 139.05 


49,159,014.29 


22.049,045.38 


71,208,059.67 


657,371,079.38 


586,852,383.70 
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VI. MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 

12. Deferred tax assets 
Recognized deferred tax assets: 

2013 2012 

Provisions of product warranties 49,388_986.26 39,072,202.27 
Provisions of technology licensing usage fees 28,324,994.18 17,259,797.55 
Accrued expenses 21,194.827.10 13,467,083.45 
Government grants 3,104,743.52 4,047,894.6| 
Others 4,189.619.10 3,483,069. 11 
Total 106,203,170.16 77,330,046.99 
The Group has recognized the deferred tax assets related to the above deductible temporary differences. 
because it is highly probable that future taxable profit will be available to be utilized. 

13. Assets impairment provisions 


2013 
Opening Increase Decrease during the year Closing 
balance —_ during the year Write-back Write-off balance 
47,927.761.58 


Provisions for bad debts 137,420,952.03 53.028.425.08 142.521.615.53 - 


Provisions for inventories 90.876.747.08 = 102,212.200.38 81.445,569.67 - 111,643,377.79 
228.297.699.11 = 155.240.625.46 223.967.185.20 - 159,571,139.37 

2012 
Opening Increase Decrease during the year Closing 
balance —_ during the year Write-back Write-off balance 
Provisions for bad debts = 35,250,235.52 83.133,055.11 - 962,338.60 137.420.952.03 
Provisions for inventories 39.134,899.89 51,900,576.68 158,729.49 - 90,.876.747.08 
94.385,135.41 —135.033,631.79 158,729.49 962.338.60 228,297.699.11 
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CSR QINGDAO SIFANG CO., LTD. 


NOTES TO FINANCIAL STATEMENTS (CONTINUED) 


31 December 2013 
Renminbi Yuan 


VI. 


14. 


MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Restricted ownership of assets 


2013 
Opening 
balance 


Pledged assets 


Cash and bank balances $0,976.570.00 


2012 
Opening 
balance 


Pledged assets 
Cash and bank balances —_113,079,217.99 


Trade receivables 200.000.000,00 


313,079,217.99 


Decrease 


during the year 


4.042.570.00 


Decrease 
during the year 


62,102,647.99 


200,000,000,00 


262,102.647.99 


Note I: Pledged cash and bank balances were as follows: 


Guarantee deposit 


46,934,000.00 


Closing 
balance Note 
46.934,000.00 Note | 

Closing 
balance Note 
5$0.976.570.00 Note | 

5$0.976,570.00 
2012 


50,976,570.00 
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CSR QINGDAO SIFANG CO., LTD. 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 


31 December 2013 


Renminbi Yuan 


Vi. MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


15. Payroll and benefits payable 


2013 
Opening Increase during Payment during Closing 
balance the vear the year balance 
Salaries. bonus and subsidies 11,380,622.08 939, 810.111.41 929. 866.441.16 21,324,292.33 
Employee welfare - 62,007, 182.60 62,007,182.60 - 
Social insurance 3.431.72 277.102.090.66 277,093.698.28 1 1.824.102 
Include: 1. Medical insurance 799.00 80,135.658.17 80.133.473.17 2.984.00 
2. Pension insurance 1,840.00 141.674,412.69 141,668,792.69 7,460.00 
3. Annuity - 32.994.867.49 32.994.867.49 - 
4. Unemployment insurance 184.01 7,952,922.47 7,952.360,48 746.00 
5. Work-related injury 
insurance 92.00 7,772,703.52 7,772.422.52 373.00 
6. Maternity insurance 516.71 6,571,526.32 6,571,781.93 261.10 
Housing fund - 111,039.861.29 111.037.958.29 1,903.00 
Labour union fee and employee 
education fee 124.285.84 35,117.524.66 34,772.236.86 469.573.64 
Others 1,500,000.00 920,000.00 1.500,000,00 920,000.00 
Total 13.008.339.64 — 1.425.996.770.62 1,.416,277.517.19 22,727,593.07 
2012 
Opening Increase during Payment during Closing 
balance the year the year balance 
Salaries. bonus and subsidies - 949.883.815.37 938.503.193.229 —11,380.622.08 
Employee welfare - 59,788,090.05 59.788.090.05 - 
Social insurance 1,752.65 276.126.463.68 276,124.784.61 3.431.72 
Include: 1. Medical insurance - 79,261,185.57 79,260.386.57 799,00 
2. Pension insurance - 137.444,381.65 137.442.541.65 1.840.00 
3. Annuity - 32,425,557.25 32.425,557.25 - 
4. Unemployment insurance 494.42 13.277.991.71 13,278,302.12 184.0] 
5. Work-related injury 
insurance - 7,444,462.38 7,444,370.38 92.00 
6. Maternity insurance 1,258.23 6,272.885.12 6.273.626.64 516.71 
Housing fund - 98,238,773.00 98.238,773.00 - 
Labour union fee and employee 
education fee 199,763.61 33.501,664.46 33,577, 142.23 124,285.84 
Others 1,920,000.00 2.169.207.31 2,589.207.3 | 1.500.000.00 
Total 2.121.516.26 = 1.419,708.013.87 1.408,821.190.49 = 13,008,339.64 
46 
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CSR QINGDAO SIFANG CO., LTD. 


NOTES TO FINANCIAL STATEMENTS (CONTINUED) 


31 December 2013 
Renminbi Yuan 


VI. 


MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Taxes payable 


Value added tax 

Corporate income tax 

Business tax 

Property tax 

Individual income tax 

City construction and maintenance tax 
Educational surtax and surcharge 

Land use tax 

Stamp duty 

Local water conservancy construction funds 


Total 


Dividends payable 


Qingdao Ultimate Corporation Limited 


China Railway Materials Company Limited 


Guangzhou Zhongche Railway Sales & Leasing Co. Ltd 


Fujian Ocean Eagle Economy & Trade Co. Ltd 


Southwest Jiaotong University 
China Railway Science & Technology 


Development Company 


Total 


Non-current liabilities due within one year 


Accrued liabilities due within one year 


Deferred income due within one year 


Total 


2013 


181,.683,671.60 
69,203 ,234.68 
3.770,573.60 
13,302,299.13 
11,866,244.21 
8.553,083.50 
2.009.559.75 
11,984.640.45 


1.648,549.06 


304,021,855.99 


2013 


11,232,000,00 
7,020,000.00 
2.808.000.00 
2.246,400.00 
280,800.00 


84,240.00 


23.671,440.00 


2013 


170,333,910.71 


60,932,030.90 


23 1.265.941.61 


2012 


3,673,001.67 
22.986,099.9] 
474,848.59 
3,668,004.20 
11,322,222. 16 
755,055.17 
539,325.13 
2.009,595.75 
3.737.843.18 


97,281.40 


49,263,277.16 


2012 


12,480,000.00 
7.800,000.00 
3,120,000,00 
2.496,000.00 
312,000.00 


93,600.00 


26,301 ,600.00 


2012 


228.710,091.26 


120.689,375,77 


349.399.467.03 


As at 31 December 2013, deferred income due within one year was government grants, please refer to 
Note VI.33 for details; accrued liabilities due within one year, please refer to Note VI.20 for details. 
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CSR QINGDAO SIFANG CO,, LTD. 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 


31 December 2013 
Renminbi Yuan 


Vi. 


20. 


MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Long term loans 


(Gjuaranteed loans 


Accrued liabilities 


Accrued expenditures of high-speed train 


Product warranties 


Less: Accrued liabilities due within one year 


The movement of accrued liabilities is disclosed as below: 


2013 


Accrued expenditures of 
high-speed train 
Product warranties 


Total 


2012 


Accrued expenditures of 
high-speed train 


Product warranties 


Total 


Opening 
balance 


63,149_707.63 


260,48 1.348.45 


323,63 1.056.08 


Opening 
balance 


98.670,000.00 


209,730.745.62 


308,400,745.62 


48 


Increase during 


the year 


307,297,430.58 


307,297,430.58 


Increase during 
the year 


277,014,702.55 


277,014,702.55 


2013 


7,999.013.91 


2013 


31.574.707.63 


329,259.908.40 


360.834,616.03 


170.333.910.771 


190,500,705.32 


Decrease during 
the year 


31.575,000.00 


238,518,870.63 


270,093.870.63 


Decrease during 


the vear 


35,520,292.37 


226,264,099.72 


261,784,392.09 


2012 


8.246.453.43 


2012 


63,149,707.63 


260,48 1,348.45 


323.63 1,056.08 


228.710,091.26 


94.920,964.82 


Closing 
balance 


31,574,707.63 
329,259,908.40 


360,834,616.03 


Closing 
balance 


63,149,707.63 
260.481.348.45 


323,63 1,056.08 
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CSR QINGDAO SIFANG CO., LTD. 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
31 December 2013 
Renminbi Yuan 


Vi. 


21. 


MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Other non-current liabilities 


Deferred income (Note 1) 


Actuarial welfare (Note 2) 


2013 2012 


282.176,214.42 238,926,180.28 
1.890,000.00 3,020,792.69 


284,066,214.42  241,946,972.97 


Note I: As at 31 December 2013, deferred income related to government grants, please refer to note 


V1.33 for details. 


Note 2: The Group provides external retirement benefits plans such as supplementary pension 
insurance. These plans include paying subsistence allowance to staff monthly after retirement, 
which the amount of subsidy is determined by staffs service time and related subsidy 
policies. All external retirement benefits plans are belonged to defined benefit plans. 


The movements in the present value of defined benefit plans are as follows: 


At | January 2013 


Interest cost recognised in administrative expenses 


Re-measurement on other comprehensive income 


Amount paid 


At 31 December 2013 


4.520,792.69 

328,072.31 
(290,000.00) 
(1,748,865.00) 


2.810.000.00 


Less: Current portion due within one year (containing in Payroll and benefits payable) 920,000.00 


Non-current portion at 3] December 2013 


Share capital 


The Company’s share capital is RMB4,003,794,05 1.00. 


CSR Corporation Limited 
Qingdao Ultimate Corporation Limited 
China Railway Materials Company Limited 
Guangzhou Zhongche Railway 
Sales & Leasing Co. Ltd 
Fujian Ocean Eagle Economy & Trade Co, Ltd 
Southwest Jiaotong University 
China Railway Science & Technology 


Development Company 


Total 


2013 
Carrying balance 
3.916.122,051.00 


41,600,000.00 
26.000,000.00 


10.400,000.00 
8.320,000.00 
1.040.000.00 


312,000.00 


4.003,794,05 1.00 


49 


Percentage 


97.81% 
1.04% 
0.65% 


0.25% 
0.21% 
0.03% 


0.01% 


100.00% 


1.890,000.00 


2012 


Carrying balance Percentage 


3.916.122,051.00 97.81% 
41.600,000.00 1.04% 
26,000,000.00 0.65% 


10,400,000.00 0.25% 
8,320,000.00 0.21% 
1,040,000.00 0.03% 


312,000.00 0.01% 


4,003,794,05 1.00 100,00% 
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CSR QINGDAO SIFANG CO., LTD. 


NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
31 December 2013 
Renminbi Yuan 


Vi. 


23. 


24. 


MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Capital reserve 
2013 
Opening balance 


Increase during the year 
Write back during the year 


Closing balance 


2012 


Opening balance 


Increase during the year 


Closing balance 


Surplus reserves 


2013 


Statutory surplus reserves 


Discretionary surplus reserve 


Total 


2012 


Statutory surplus reserves 


Diseretionary surplus reserve 


Total 


Share premium 


676,663,789.00 


676.663.789.00 


Share premium 


351,933,820,00 


324,729.969,00 


676,663,789.00 


( 


5.076.019.43 


Share-based 
payment 


5,984, 111.19 


908,091.76) 


Share-based 


payment 


1, 106,315.56 


4.877.795.63 


5,984.1 11.19 


Opening 
balance 


498.249,177.59 
230,02 1,762.12 


728.270,939.71 


Opening 


others 


1,320,000.00 
3,921.200.00 


3.241.200.00 


others 


1,320,000.00 


1.320,000.00 


Increase 


during the year 


142,965,708.50 
105,693,325.37 


248.659,033.87 


Increase 


balance 


337.636,637.09 


149,715.491.87 


487.352.128.96 


during the year 


160,612,540.50 


80,306.270.25 


240,918.810.75 


( 


total 


683.967.900.19 
3,92 1.200,00 


908,091.76) 


686,98 1,008.43 


total 


354,360,135.56 


329,607.764.63 


683.967.900.19 


Closing 
balance 


641,214.886.09 


335,715,087.49 


976,929,973.58 


Closing 
balance 


498.249.177,59 


230,021,762.12 


728,270.939.7 | 


In accordance with the Company Law of the PRC and the articles of association, the Company is 
required to allocate 10% of their profit after tax to the statutory surplus reserve until such reserve 
reaches 50% of the registered capital of the Company. 


The Company is authorized to allocate discretionary surplus reserve from profit after tax after the 
allocation of statutory surplus reserve. Upon the approval of the board, the discretionary surplus 
reserve can be used to cover losses or increase capital. 
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CSR QINGDAO SIFANG CO., LTD. 

NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
31 December 2013 

Renminbi Yuan 


VI. MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


25. Retained earnings 


Retained earnings at beginning of year 
Net profit attributable to equity holders of the parent 
Less: Transfer to statutory surplus reserves 

Transfer to discretionary surplus reserve 

Cash dividend payable 

Others 


Retained earnings at end of year 


2013 


167,056,386.54 

1 ,435,528,012.97 

142,965,708.50 

105,693,325.37 

1 ,209,025,689.58 
40,150.48) 


144,939,826.54 


2012 


88,327,490.20 

1 ,608,557,862.15 
160,612,540.50 
80,306,270.25 
|,288,910,155.06 


167,056,386.54 


In accordance with the resolution passed at the 2012 annual shareholder general meeting held on 28 
June 2013, the cash dividend distribution proposal was RMBO.03197 per share and a total amount of 
RMB128,001,295.81 paid to shareholders. With the 2013 dividend plan proposal approved by the fifth 
meeting of the third board of directors held on 30 December 2013, the cash dividend distribution was 
RMB 0.27 per share and a total amount of RMB1,081,024.393.77. In 2013, the actual cash dividend 


paid by the Company amounted to RMB1,209,025,689.58. 
26. Revenue 


Revenue is stated as follows: 


Principal operating income 
Other operating income 


Total 


Sale of goods 
Rendering of services 
Lease income 

Others 


Total 


2013 


21,583,367,771.35 


47,108,414.06 


21,630,476,185.41 


2013 


18,011,484,641.02 
3,572,644,332.81 
2,82 1,211.80 


43.525,999.78 


21,630,476,185.41 


2012 


24,000,678,295.55 
50,272,717.05 


24,050.95 1,012.60 


2012 


22,551,939,966.94 
1 ,472,232,259.96 
900,338.96 
25,878,446.74 


24,050.95 1,012.60 
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CSR QINGDAO SIFANG CO,, LTD. 

NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
31 December 2013 

Renminbi Yuan 


Vi. 


zi, 


28. 


29. 


30. 


ot, 


MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Financial expenses 


Interest expenses 
Less: Interest income 
Foreign exchange gain 
Others 


Total 


Assets impairment loss 


Provision for bad debts 
Provision for inventories 


Total 


Investment income/ (loss) 


Investment income/ (loss) of jointly-controlled entities 
and associates under the equity method 


Non-operating income 


Government grants 

Import discount interest 

Gains on disposal of fixed assets 
Others 


Total 


Please refer to note VI.33 for details of government grants. 


Non-operating expenses 


Loss on disposal of non-current assets 

Public relief donation 

Expenditure of penalty, compensation and fine 
Others 


Total 


2013 


104,193.66 
87,262,331.22 

( 33,051,127.38) 
4,047,832.78 


(116,161,432.16) 


2013 


( 89,493,190.45) 
20,766,630.7 | 


( 68,726,559.74) 
2013 


1,169,046.23 


2013 


122,63 1,741.86 
6,865,700.00 
1,.449,507.79 

174,631.31 


131,121,580.96 


2013 


796,848.06 
59,400.00 
6,250.95 
140,495.82 


1,002,.994.83 


( 


( 
( 


2012 


58,453,931.31 
67,603,177.47 
17,344,580.96) 


4.488,708.23) 


30,982,535.35) 


2012 


83,133,055.11 


51,741,847.19 


134,874,902.30 


2012 


646,440.68) 


2012 


54,551,515.75 
3,313,100.00 
1 ,968,910.86 


560,048.69 


60,393,575.30 


2012 


4.200,551.26 
350,000.00 
2,050.00 


556,093.39 


5,108,694.65 


CSR QINGDAO SIFANG CO., LTD. 

NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
31 December 2013 

Renminbi Yuan 


Vi. MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


32. Income tax expenses 


Current income tax expense 
Deferred income tax expense 


Total 


Relationship between income tax and profit before tax: 


Profit before tax 


Tax at the statutory tax rate 

Effect of tax privilege 

Profits and losses attributable to jointly-controlled 
entities and associates 

Expenses not deductible for tax 

Others (note) 


Tax charge at the Group’s effective rate 


2013 


289,191,202.09 
( 28,873,123.17) 


260,3 18,078.92 


1 ,696,911,661.82 


424,227,915.46 
140,811,761.27) 


292.261 .56) 


22,856,906.01 


45,662,719.72) 


260,3 18,078.92 


2012 


283,968,707.83 
| 870,206.65 


285,838,914.48 


1,892,133,553.25 


473,033,388.31 
( 179,703,250,54) 


161,610.17 
40,135,899.52 
( 47,788,732.98) 


285,838,914.48 


Note: Others were effect of additional deduction to research and development expenses that the Group 
developed new technology, new products and new techniques. 


Government grants 


Loa 
es 


Government grants related to assets 
Government grants related to income 


Total 


Among: 
Deferred income due within one year 


Deferred income due over one year 


53 


2013 


211,409,450.64 


131,698,794.68 


343,108,245.32 


60,932.030.90 
282,176,214.42 


2012 


203,689,592.96 
155,925,963.09 


359,615,556.05 


120,689,375.77 
238,926,180.28 
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CSR QINGDAO SIFANG CO., LTD. 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
31 December 2013 
Renminbi Yuan 


Vi. 
33. 


MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Government grants (continued) 


Movement details during the 2013 are as follows: 


Government grants related to assets: 
Appropriation of state key laboratory by 
the Ministry of Finance 
High-speed train localization project 
High-speed train information system 
of R&D and manufacture 
High-speed train subsidy of industrialization 
technological transformation 
Appropriation of three funds of 
technology by Science and Technology 
bureau of Chengyang District 
Appropriation of three funds of technology 
by Science and Technology bureau of 
Chengyang District-Hollow shaft 
Subsidies of ten services by Beichen 
district, Tianjin government 
Appropniation of technology development 
subsidies by Chengyang District 
Others 


Government grants related to income: 
Common base and system integration subject 
High-speed train key technology of pedigree 
of module Construction and integrated 
design for China State 863 projects 
High-cold train key technical research 


Opening 
balance 


13,456,249 98 
13,529,714.10 


2,631,847 15 


20,423,313.10 


33,148,525.68 


45,034,684 80 


75,054,320.64 


410,937.51 


$9341.94) 05 


19,960,219.00 
10,220.854.69 


Official high-speed train key technical research 9,166,845.07 
High-speed train integrated platform construction 
of design and manufacture and typical models 


development for State 863 projects 
High-speed bogie subject 
High-speed train reliability of key materials 
and components subject 
High-speed body technology subject 
Traction drive system of high-speed train 
based on permanent magnet motor for 
State 863 projects 
Key technical research and prototype 


development for intelligent high-speed train 
Key technical research of bogie and equipment 


development for higher-speed train 
Development for 350 km/h high speed tram 
Development for higher-speed test train 
Local government award 
Others 


8,420,000 00 
6.625.455 20 


4,105,864 88 
8.557, 185 30 


7,257,101 30 


5,354,000.00 


6.920.000.00 


3,202,653 28 
6,793,843, 32 


54 


Increase 
during 
the year 


24,600,000 00 
5.391 600,00 


29,000,000.00 


7,800,000,00 


5,000,000 00 
2,750,000.00 


10,100,000.00 
28,660,000.00 

278,000.00 
10,728,901.13 


Credited to 
profit and loss 


| ,425,000.00 
4,862,673.96 
2.327.499 96 


2,373,133 80 


3,322,477 94 


4.832.402 57 


1,563.631.68 


| 564,922 41 


22,454,540 70 


1,942.100.01 
10,220,854.69 
3,482.113.21 


56,455.20 
497.689 59 


3,105,156.57 
4,.256,041.18 


2,305,979 42 
7,242.56! 91 


164,877.25 
10,100,000 00 
28,660,000 ,00 

70,218.00 
5.801,411.8] 


____Decrease during the year__ 


Paid to 
project partner 


| 000,000.00 


10,717,820.00 


4.455,000 00 


1,200,000.00 


811,250.00 


Closing 
balance 


12,031,249.98 
$.667,040.14 


304,347 19 


18,050,179.30 


29,826,047 74 


40,202,282 23 


73,490,688 96 


24.600,000.00 


4.237,615.10 


35,887,400 35 


36,300,298 .99 


5.684.731 86 


16,163,544 80 
6,127,765 61 


1 000,708.31 
4.301.144.12 


5,496,121. 88 


861,438.09 


5,555, 122.75 


3,410,435 28 
10,910,082 64 
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Renminbi Yuan 


Vi. 


33, 


MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Government grants (continued) 


Movement details during the 2012 are as follows: 


Government grants related to assets: 

Appropriation of state key laboratory by 
the Ministry of Finance 

High-speed train localization project 

High-speed train information system 
of R&D and manufacture 

High-speed train subsidy of industrialization 
technological transformation 

Appropriation of three funds of 
technology by Science and Technology 

bureau of Chengyang District 

Appropriation of three funds of technology 

by Science and Technology bureau of 
Chengyang District-Hollow shalt 

Subsidies of ten services by Beichen 
district, Tianjin government 

Others 


Government grants related to income: 
Common base and system integration subject 
High-speed train key technology of pedigree 
of module Construction and integrated 
design for China State 863 projects 
High-speed train key technical research 


Official high-speed train key technical research 


Opening 
balance 


14.881.249 98 
18,392,388 06 


6,805,543. 11 


24,480,860 90 


35,557,200.00 


50,570,097 35 


76.617 ,952.32 


70,306,843 41 


High-speed train integrated platform construction 


of design and manufacture and typical models 


development for State 863 projects 
High-speed bogie subject 
High-speed train reliability of key materials 
and components subject 
High-speed body technology subject 
Traction drive system of high-speed train 
based on permanent magnet motor for 
State 863 projects 
Key technical research and prototype 


development for intelligent high-speed train 


Key technical research of bogie and equipment 


development for higher-speed train 
Local government award 
Others 


6,285,062. 89 


4,953,283 88 


10,362,645.09 


6,926,834 50 


3,900,000 ,00 


7,000,000,00 


3,040,000.00 
8.171,710.31 


Increase 
during 
the year 


$00,000.00 


12.200,000.00 


34,100,000 00 
12.570,000.00 
12,000,000,00 


8.420,000.00 


1 220,000.00 


2,130,000.00 


$59,500.00 


17,000,000,00 


2,850,000.00 


3,000,000 .00 


940,000 00 
1,.757,400.00 


Credited to 
profit and loss 


1,425,000.00 


4.862.673 96 


4.173.695 96 


4.057.547 80 


2,408,674 32 


5,535,412.55 


1,563,631.68 


89,062.49 


12,637,902 36 


} 204,48] 00 
2,349, 145.31 
2,833,154.93 


879.607 69 


793,719 00 


2,364,959 79 


2,079,733 .20 


1 396,000.00 


280,000 00 


777,346.72 
2,839,766 99 


Decrease during the year 


Paid to 
project partner 


10,527,000, 00 


12,935 ,300,00 


2,183,700 00 


14,590,000, 00 


2,800,000 00 


295,500 00 


Closing 
balance 


13,456,249 98 
13,529,714 10 


2.631.847 15 


20.423,313.10 


33,148,525,68 


45,034,684 80 


75,054,320.64 


410,937 51 


59,341 941.05 


19,960,219,00 
10,220,854 69 
9,166,845 .07 


8,420.000.00 


6,625,455.20 


4,105,864 88 


8,557,185.30 


7,257,101 30 


5,334,000.00 


6,920,000 00 


3,202,653.28 
6,793,843 32 
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Vi. 


34, 


35. 


36. 


Other comprehensive income 


Exchange fluctuation reserve 
Re-measurement of retiree benefit recognized 
in the other comprehensive income statement 


Decrease in deferred tax liabilities 


Cash flows from operating activities 


Net profit 


Add: Assets impairment loss 


Depreciation of fixed assets 

Amortization of intangible assets 

Loss/ (income) on disposal of fixed assets. 
intangible assets and other long-term assets 

Financial expenses 

Investment loss/ (income) 

Loss on fair value changes 

Decrease/ (increase) in deferred tax assets 

Decrease in deferred tax liabilities 

Decrease/ (Increase) in inventories 

Increase in receivables from operating activities 

Increase in payables from operating activities 

Share-based payment/ (write back) 


Net cash flows from operating activities 


Cash and cash equivalents 


Including: Cash on hand 


Bank deposit without restriction 


Closing balance of cash and cash equivalents 


56 


( 


( 


( 


( 


2013 


259,227.62) 


290,000.00 


30,772.38 


Reconciliation of net profit to cash flows from operating activities 


2013 
1 ,.436,593,582.90 


68.726,559.74) 
394 523,633.95 
25,339,030.45 


652,659.73) 
55,558,566.86) 
1 ,169,046.23) 


28,873,123.17) 
1,945,816.997.21 

3,139,914,495.56) 
2,019,998 .638.62 

908,091.76) 


2,526,469,340.08 


2013 
2,364,803,112.39 


206,525.77 
2,364,596,586.62 


2,364,803,112.39 


( 


( 
( 
( 


MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


2012 


484,188.48) 


484,188.48) 


2012 
| 606,294 ,638.76 


134,874,902.30 
378,823.03 1.26 
22.049,045.38 


2,23 1,640.40 
17,462,761.22 
646,440.68 
4,569,141.62 
2,555,577.89 

685,371.24) 

52 1,900,450.75) 

1,915,337,949.48) 
| ,685,332,392.3] 


4 877,795.63 


1,421,793,595.98 


2012 


1.715,417,543.61 
95,961.61 


1,715,321,582.00 


1,715,417,543.61 
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VI. 


Nm 


SEGMENT REPORTING 


Operating segments 


That over 93% revenue of the Group this year comes from high-speed train production, urban rail 
transit production and related supporting business, so operating segment information is not presented. 


Corporate information 
Product and service information 


Revenue from external customers 


Sales of high-speed train 

Sales of urban rail transit 

Repair of high-speed train 

Sales of high-speed train accessories 
Sales of passenger train 

Sales of passenger train accessories 
Sales of materials 

Others 


Geographical information 


Revenue from external customers 


Mainland China 
Japan 

Sri Lanka 
Madagascar 
Singapore 


2013 


13,900,145,299.77 
1,209,73 1,028.74 
3,517,099,834.19 
L393 7ST I2 


57,872,135.26 
1,3 14,879,3 15.66 


236,976,814.07 


21.630.476,185.41 


2013 


21,342,895,111.65 
25,247,038.88 
6.547,439.19 
2,969,721.75 


252,816,873.94 


21,630,476.185.41 


2012 


14,098,802,163.98 
2,319,169,706.09 
|.436,664,274.53 
2,580,205,561.50 
439,847 ,863.34 
26,062,808.58 
2,918,754,995.83 
231,443,638.75 


24,050,951.012.60 


2012 
23.413,687,3 16.76 


637,263,695.84 


24,050,95 1,012.60 


The revenue information from continuing operations above is based on the location of the customers. 


Non-current assets 


Mainland China 


2015 


3,954,560,194.48 


2012 


4,156,691,258.88 


The non-current asset information from continuing operations above is based on the location of assets 


and excludes financial instruments and deferred tax assets. 


Major customer information 


Revenue RMB18,446,202,358.68 was derived from sales to China Railway Corporation including all 
known entities under this client control (2012: RMB17,674,637,378.69). 
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VILL. 


F 


RELATED PARTY RELATIONSHIPS AND TRANSACTIONS 


Definition of related parties 


Related parties comprise a party which, directly or indirectly through one or more intermediaries, (i) 
controls, is controlled by, or is under common control with, the Company; (ii) has an interest in the 
Company that gives it significant influence over the Company; or (iii) has joint control over the 


Company. 


Related parties do not comprise a party which have no other related party relationships but is only 


under controls with the state. 


Parent company and subsidiary 


Name of parent Registered Business 
company Place nature 
Locomotive, rolling 

CSR Corporation and accessories 
Limited Beijing manufacturing 


Registered 
capital 


Equity Voting 
interest held rights held 


97.81% 97.81% 13,803,000,000.00 


The ultimate parent company of the Company is CSR Group. 


The details of the subsidiaries of the Company are stated in Note V. Scope of financial statement 


consolidation. 
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VIII. 


RELATED PARTY RELATIONSHIPS AND TRANSACTIONS (CONTINUED) 


Other related parties 


CSR Sifang Co.. Ltd. 
Shijiazhuang King Transportation Equipment Co., Ltd. 
CSR Zhuzhou Electric Co., Ltd. 


Qingdao Sifang Rollingstock Casting & Forging Co.,Ltd. 


CSR Luoyang Locomotive Co., Ltd. 

CSR (Hong Kong) Co., Ltd. 

CSR Chengdu Locomotive & Rolling Stock Co., Ltd. 
Qingdao Siji Renewable Resources Co.. Ltd. 
Beijing Betjiufang Technology & Trade Co., Ltd. 
Sichuan Braking technology Stock Co., Ltd. 

Ziyang CSR Transmission Co., Ltd. 

Nanjing Puzhen Entien Railway Bearing Co., Ltd. 
CSR Investment & Leasing Co., Ltd. 

Zhuzhou Times New Material Technology Co., Ltd, 
Nanjing Puzhen Haitai Braking equipment Co., Ltd. 
Zhuzhou Times Equipment Technology Co., Ltd. 
Qingdao CSR Logistics Co., Ltd. 

Ziyang Chenfeng Electric Co., Ltd. 

CSR Zhuzhou Electric Locomotive Co., Ltd. 

CSR Changzhou Tech-Mark Industrial Co., Ltd. 


CSR Qishuyan Locomotive & Rolling Stock Technology 


Research Institute Co., Ltd. 


Changzhou Langrui Kaierbi Damping Technology Co., Ltd. 


Zhuzhou CSR Times Electric Co., Ltd. 


Tianjin CSR Wind Energy Equipment Technology Co., Ltd. 


Tianjin CSR Wind & Electricity Blade Project Co., Ltd. 
CSR Guangdong Rail Transit Locomotive Co,, Ltd. 
CSR Shijiazhuang Rolling Stock Co., Ltd. 

Zhuzhou Times Electric Insulation Co., Ltd. 

CSR Corporation Chengdu Locomotive Co., Ltd. 
Bombardier Sifang (Qingdao) Transportation Ltd. 


Related party relationship 


Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 


Jointly-controlled entities of parent company 


Guangzhou CSR Sifang Rail Transit Equipment Co.. Ltd. Jointly-controlled entities of wholly-owned subsidiaries 


Qingdao Sifang Kawasaki Rolling Stock Technology Co., Ltd. 


Associate 


Lud 


LJ 


LJ 
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VIIT. RELATED PARTY RELATIONSHIPS AND TRANSACTIONS (CONTINUED) 


4. The significant transactions carried out between the Group and its related parties 


(1) Sales of products to related parties 


Note | Amount of 2013 
Zhuzhou CSR Times Electric Co., Ltd, 452,106,847.20 
Bombardier Sifang (Qingdao) Transportation Ltd. 256,675,704.36 
CSR Guangdong Rail Transit Locomotive Co., Lid. 207,021,017_10 
Guangzhou SCR Sifang Rail Transit Equipment Co., Ltd. 26,434,183.19 
CSR Sifang Co., Ltd. 23,137.394.79 
Nanjing Puzhen Haitat Braking Equipment Co., Ltd. 2,149,805.52 
Qingdao Siji Renewable Resources Co., Ltd. 2.093_,183.89 
Qingdao CSR Logistics Co., Ltd. 330.281.18 
Shijiazhuang King Transportation Equipment Co., Ltd. 273.337.99 
CSR Changzhou Tech-Mark Industrial Co., Ltd. 154.481.12 
CSR Zhuzhou Electric Locomotive Co., Ltd. 84.483.76 
CSR Zhuzhou Electric Co,, Ltd. 38.785.24 

CSR Qishuyan Locomotive & Rolling Stock Technology 
Research Institute Co., Ltd. 2,387.00 
CSR Nanjing Puzhen Rolling Stock Co., Ltd. - 
Tianjin CSR Wind & Electricity Blade Project Co., Ltd. - 
Tianjin CSR Wind Energy Equipment TechnologyCo., Ltd - 
Zhuzhou Times New Material Technology Co.. Ltd. - 
970,501,892.34 

Purchases of products from related parties 

Note II Amount of 2013 
Zhuzhou CSR Times Electric Co., Ltd. | .724.484,923.03 
Nanjing Puzhen Haitai Braking Equipment Co., Ltd. 771,241,001.30 
625,094.775.71 


CSR Sifang Co., Ltd. 

CSR Zhuzhou Electric Co., Ltd. 

CSR Qishuyan Locomotive & Rolling Stock Technology 
Research Institute Co., Ltd. 


348, 142,223.57 


322.084,08 1.64 


CSR Shijiazhuang Rolling Stock Co., Ltd. 226,012,882.10 
Shijiazhuang King Transportation Equipment Co.,. Ltd. 237,003,248.04 
Qingdao CSR Logistics Co., Ltd. 136.671,093.57 
Changzhou Langrui Kaierbi Damping Technology Co., Ltd. 149,518,701 29 
CSR Changzhou Tech-Mark Industrial Co., Ltd. 1 22.339,206.36 
Ziyang Chenfeng Electric Co.. Ltd. 72,230,618.89 
CSR Investment & Leasing Co.. Ltd. 34,555 ,698.95 
CSR Zhuzhou Electric Locomotive Co., Ltd. 17,812,155.92 
Zhuzhou Times New Material Technology Co., Lid. 13,852.695.04 
CSR Nanjing Puzhen Rolling Stock Co., Ltd. 8,297.053.31 
Ziyang CSR Transmission Co., Ltd. 521,183.76 

400,049.93 


Qingdao Sifang Rollingstock Casting & Forging Co.,Ltd. 
CSR Chengdu Locomotive & Rolling Stock Co., Ltd, 
CSR Luoyang Locomotive Co., Ltd. 

Sichuan Braking technology Stock Co.. Ltd. 

Zhuzhou Times Equipment Technology Co., Ltd. 

CSR (Hong Kong) Co., Ltd. 


60) 


5,010,261,592.41 


Amount of 2012 


313,851,356.23 
12.911.928.63 
2,228.437.98 
502,327.51 
50,941.95 
274,486.33 


9.288,712.10 
878.963.49 
347,315.70 
10,701.40 


340,345,171.32 


Amount of 2012 


|.956,293,590.98 
591 025,867.85 
574,653,725.51 
443 ,338.513.01 


373.546,081.81 
184,070,694.45 
109,916,529, 72 
321 300,584.20 
65,868.409.90 
38,053.990.68 
16,054,503,82 

1 1.239.320.36 
16,957,261 44 
277,739.82 
2,479,500.00 
6,130,878.21 
17,810,256.41 
10,917,435.90 
750,682.91 
694,718.80 
430,676.00 


4.743,810,961.98 
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VII. RELATED PARTY RELATIONSHIPS AND TRANSACTIONS (CONTINUED) 


4. The significant transactions carried out between the Group and its related parties (continued) 


(3) Other primary related parties transactions 


Note Amount of 2013 Amount of 2012 


Receiving services (3)(a) 46,643,944.50 50,625,540.47 
Providing services 8,008,551.32 6,772,756.73 
Interest income (3)(b) 79.433,418.21 36,920,781.81 
Accepting guarantees 7,999,013.91 8,.246,453.43 
Leasing in of fixed assets 17,472,400.00 1 3,860,000.00 
Leasing out of fixed assets 1,941,211.80 600,000.00 
Disposal of fixed assets : 619,393.08 


161,498,539.74 117,644,925.52 


The key management personnel awarded 
the equity incentive shares (3)(c) 1,125,000.00 1 .391.400.00 


Note: 


(1) Sales of products to related parties 


(3) 
(a) 


The Group sells high-speed train accessories and passenger train accessories etc. to the above 
related parties according to the mutually agreed price. 


purchase of products from related parties 


The Group purchases high-speed train accessories and passenger train accessories etc. from the 
above related parties according to the mutually agreed price. 


Other primary related parties transactions 


During the year, CSR Corporation Limited received RMB44,000,000.00 for providing 
management consulting service to the Group according to the mutually agree prices, Tianjin CSR 
Wind & Electricity Blade Project Co., Ltd. received RMB810,000.00 for providing supporting 
service to the industrial park for the Group according to the mutually agree prices, and Qingdao 
CSR Logistics Co., Ltd. received RMB1,833,944.50 for providing transportation and storage 
service to the Group according to the mutually agree prices (2012: CSR Corporation Limited 
received RMB48,000,000.00 for providing management consulting service to the Group and 
Qingdao CSR Logistics Co., Ltd. received RMB2.625,540.47 for providing transportation and 
storage service to the Group according to the mutually agree prices). 
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VIII. 


4. 


RELATED PARTY RELATIONSHIPS AND TRANSACTIONS (CONTINUED) 


The significant transactions carried out between the Group and its related parties (continued) 


Note (continued): 


(3) Other primary related parties transactions (continued) 


(b) During the period, interest income of providing funds to CSR Corporation Limited is 
RMB65,921,301.86 (2012: RMB36,920,781.81) according to the mutually agreed interest rate. 
Interest income of providing funds to CSR Finance Corporation Limited is RMB13,512,116.35 


(2012: None) according to the mutually agreed interest rate. 


(c) During the period, partial key management personnel of the Group were conferred 1,125,000 
shares of CSR Corporation Limited A stock option by the parent company. In 2013, the loss of the 
Stock option was RMB-908,091.76 (2012: RMB4,877,795.63). 


The commitment of the Group with related parties 


As at the date of balance sheet, that the commitments already signed the contract but not necessary to 
be disclosed on financial statement with related parties are presented below: 


Purchases of products from related parties: 


Zhuzhou CSR Times Electric Co., Ltd. 

Nanjing Puzhen Haitai Braking equipment Co.., Ltd. 

CSR Qishuyan Locomotive & Rolling Stock Technology 
Research Institute Co.. Ltd. 

Changzhou Langrui Kalerbi Damping Technology Co., Ltd. 

CSR Changzhou Tech-Mark Industrial Co., Ltd. 

CSR Sifang Co., Ltd. 

CSR Zhuzhou Electric Co., Ltd. 

Shijiazhuang King Transportation Equipment Co., Ltd. 

Zhuzhou Times New Material Technology Co., Ltd. 

Ziyang Chenfeng Electric Co., Ltd. 

CSR Investment & Leasing Co., Ltd. 

CSR Zhuzhou Electric Locomotive Co., Ltd. 


2013 


276,493 ,658.33 
231,941,862.96 


176,171,212.84 
116,360,493.74 
77,792,571.05 
60,884, 193.41 
39,732,878.16 
26,773,474.36 
7,484,989.07 
6,049,324.15 

1 ,252,989,.68 


206,188.04 


1,021,143,835.79 


2012 


1 86,820,039.41 
156,717,474.97 


1 19.034,603.27 
78,62 1,955.23 
52,562,548.01 
41,137,968.52 
26,846,539.30 
18,090,185.38 

5,057,425.05 
4,087,381.18 
846,614.65 


139,316.24 


689,962.051.21 
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VIIl. 


6. 


RELATED PARTY RELATIONSHIPS AND TRANSACTIONS (CONTINUED) 


Receivable from/payable to related parties 


Trade receivables: 

CSR Guangdong Rail Transit Locomotive Co., Ltd. 
Guangzhou SCR Sifang Rail Transit Equipment Co., Ltd. 
Bombardier Sifang (Qingdao) Transportation Ltd. 
Tianjin CSR Wind & Electricity Blade Project Co.. Ltd. 
CSR Sifang Co., Ltd. 

CSR Changzhou Tech-Mark Industrial Co., Ltd. 

CSR Nanjing Puzhen Rolling Stock Co., Ltd. 


Tianjin CSR Wind Energy Equipment Technology Co., Ltd. 


Shijiazhuang King Transportation Equipment Co., Ltd. 


Other receivables: 
CSR Corporation Limited 


Prepayments: 
CSR (Hong Kong) Co,, Ltd. 
Zhuzhou CSR Times Electric Co., Ltd. 


Accounts payable: 

Zhuzhou CSR Times Electric Co., Ltd. 

Nanjing Puzhen Haitai Braking equipment Co., Ltd. 

CSR Sifang Co.. Ltd. 

CSR Zhuzhou Electric Co., Ltd. 

CSR Qishuyan Locomotive & Rolling Stock Technology 
Research Institute Co., Ltd. 

Shijiazhuang King Transportation Equipment Co., Ltd. 


Changzhou Langrui Kaierbi Damping Technology Co.. Ltd. 


Qingdao CSR Logistics Co., Ltd. 

CSR Shijiazhuang Rolling Stock Co., Ltd. 

CSR Changzhou Tech-Mark Industrial Co., Ltd. 
CSR Zhuzhou Electric Locomotive Co., Ltd. 

Ziyang Chenteng Electric Co., Ltd. 

CSR Investment & Leasing Co., Ltd. 

Zhuzhou limes New Material Technology Co., Ltd. 
CSR Luoyang Locomotive Co., Ltd. 

CSR Chengdu Locomotive & Rolling Stock Co., Ltd. 
Qingdao Sifang Rollingstock Casting & Forging Co., Ltd. 
Sichuan Braking technology Stock Co., Ltd. 
Zhuzhou Times Electric Insulation Co.. Ltd. 

Beijing Beijiufang Technology & Trade Co.. Ltd. 
Ziyang CSR Transmission Co., Ltd. 


63 


2013 


239,960,000.00 
30,927,994.34 
3,947.140.45 
843,439.78 
264,669.08 


275,943 243.65 


3.377.743.233.55 


542,545.20 


542.545.20 


277,573,788.38 
214.189,503.29 
106,989.710,60 

87,026.279.24 


59.93 1,196.37 
44.203.670.16 
32,360,159.29 
32.378,363.82 
29,010,372.00 
19,290,537.02 
16,196,078.17 
8,393,375.13 
7,279,991.45 
6.616,834.78 
2,1 14.500.00 
683.422.95 
612,782.92 
40,489.00 
31.30 

36,33 


944.891,142.20 


2012 


347,891 ,954.81 
1,028,387.29 
370,462.00 
321,149.00 
295,697.62 
181,202.08 
33,600.00 


350,122,452.80 


3,008,883 .307.43 


2,393,215.95 
497,100.00 


2,890,3 15.95 


635,650, 112.06 
2(010.086,666, 18 
211,937,721.89 
23 1,430.235,32 


102,658.801.28 
120,994,136.41 
150,295,209.61 
41,212,912.53 
76.032,68 1.40 
12.920.668.21 
12,.792.102.72 
5.483.936.49 
5.347,119.36 
1.834,500.00 
3,323,422.95 
1,883,105,10 
120,489.00 


10,036.33 


141,755.00 


1.814.155,611.84 
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VIII. 


6. 


RELATED PARTY RELATIONSHIPS AND TRANSACTIONS (CONTINUED) 


Receivable from/payable to related parties (continued) 


Bills payable: 

Shijiazhuang King Transportation Equipment Co., Ltd. 

Nanjing Puzhen Haitai Braking equipment Co., Ltd. 

CSR Zhuzhou Electric Co., Ltd. 

CSR Sifang Co., Ltd. 

Zhuzhou CSR Times Electric Co., Ltd. 

CSR Changzhou Tech-Mark Industrial Co., Ltd. 

CSR Qishuyan Locomotive & Rolling Stock Technology 
Research Institute Co., Ltd. 


Changzhou Langrui Kaierbi Damping Technology Co., Ltd. 


Zhuzhou Times New Material Technology Co., Ltd. 
Ziyang Chenfeng Electric Co., Ltd. 

CSR Zhuzhou Electric Locomotive Co., Ltd. 

CSR Investment & Leasing Co., Ltd. 

Qingdao CSR Logistics Co., Ltd. 

CSR Chengdu Locomotive & Rolling Stock Co., Ltd. 
Qingdao Sifang Rollingstock Casting & Forging Co., Ltd. 
CSR Luoyang Locomotive Co., Ltd. 

Ziyang CSR Transmission Co., Ltd. 


2013 


149,580,000.00 
149,280,000.00 
146,730,000.00 
121,630,000.00 
121,440,000.00 

69.780,000.00 


56,911,313.98 
42,600,000.00 
6,300,000.00 
6,000,000.00 
900,000.00 
600,000.00 
370,000.00 


872,121,313.98 


2012 


25,000,000.00 
58,000,000.00 
100,000,000,.00 
51,060,000.00 
318,900,000.00 
6,700,000.00 


98,700,000.00 
39,600,000.00 
1,100,000.00 
3,500,000.00 
15,000,000.00 
9,800,000.00 
3,150,000.00 
1,300,000.00 
750,000.00 


600,000.00 


733,160,000,00 
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VII. 


6. 


RELATED PARTY RELATIONSHIPS AND TRANSACTIONS (CONTINUED) 


Receivable from/payable to related parties (continued) 


Other payables: 

CSR Corporation Limited 

CSR Sifang Co., Ltd. 

Zhuzhou CSR Times Electric Co., Ltd. 

Shijiazhuang King Transportation Equipment Co., Ltd. 

CSR Zhuzhou Electric Co., Ltd. 

CSR Changzhou Tech-Mark Industrial Co., Ltd. 

Nanjing Puzhen Haitai Braking equipment Co., Ltd. 

Zhuzhou Times New Material Technology Co., Ltd. 

Qingdao CSR Logistics Co.. Ltd. 

CSR Qishuyan Locomotive & Rolling Stock Technology 
Research Institute Co., Ltd. 

CSR Zhuzhou Electric Locomotive Co., Ltd. 

CSR Chengdu Locomotive & Rolling Stock Co., Ltd. 


Advances from customers: 
CSR Nanjing Puzhen Rolling Stock Co., Ltd. 


2013 


324,181,689.86 


20,380,095,93 
5,530,000.00 
2,423,700.00 
1,820,000.00 

| ,356,000.00 
1,253,000.00 

1 ,092.000.00 
539,171.12 


246,000.00 
90,000.00 
44,880.00 


358,956,536.9] 


62,695 ,890.00 


2012 


4,123,530.91 
8,825,000.00 
2,423,700.00 
3,700,000.00 
1,348,200.00 
1,829,000.00 
1,092,000.00 

459,903.92 


100,000.00 


44,880.00 


23,946,2 14.83 


487,442.00 


Accounts payable and receivable are non-interest bearing and unsecured, excluding other receivable 
from CSR Corporation Limited which annual interest rate is from 1.15% to 2.6%. The term of trade 
receivables and payable complies with trade clauses, otherwise have no fixed terms of payment. 


Cash and bank balances deposit in related parties 


CSR Finance Corporation Limited 


2013 


1 ,545,737,156.03 


2012 


Annual interest rate of that Cash and bank balances deposited in CSR Finance Corporation Limited was 


1.15%. 
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IX. 


XI. 


CONTINGENCIES 


As at the balance sheet date, the Group has no contingencies that need to be disclosed. 


LEASING ARRANGEMENT 
As lesser 
See Note V1.9 for details of the fixed assets of operating lease. 


As lessee 


Significant operating lease: According to lease contract signed with lesser, minimal payment of 


irrevocable lease is as follows: 


Within one year, inclusive 

One year to two years, inclusive 
Two years to three years, inclusive 
Three year to four years, inclusive 
Four years to five years, inclusive 


COMMITMENTS 


Capital commitments: 
Contracted, but not provided for 


Investment commitments: 
Contracted, but not provided for 


2013 


21,394,750.00 
17,769, 150.00 
3,909, 150.00 
3,909, 150.00 


3,909, 150.00 


50,891,350.00 


2013 


3,727,840.00 


1 12,000,000.00 


2012 


13,860,000.00 
13,860,000.00 


27,720,000.00 


2012 


14,540,561.00 
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XII. FINANCIAL INSTRUMENT AND RISKS 


The Group’s principal financial instruments comprise bank borrowings, other interest-bearing 
borrowings and cash and bank balances. The main purpose of these financial instruments is to raise 
finance for the Group’s operations. The Group has various other financial assets and liabilities such as 


trade receivables and accounts payable, which arise directly from its operations. 


The main risks arising from the Group’s financial instruments are credit risk, liquidity risk and market 


risk. 


l. Classification of financial instruments 


The carrying amounts of each of the categories of financial instruments as at the balance sheet date are 


as follows: 


2013 


Financial assets 


Cash and bank balances 


Bills receivable 
Trade receivables 
Dividends receivable 
Other receivables 


Long term equity investments 


Financial liabilities 


Bills payable 
Accounts payable 
Dividends payable 
Other payables 
Long term loans 


Loans and receivables 


2.411,737,112.39 
514,418,400.84 
8,519,621 ,933.36 
942,372.02 
3,517,864,175.85 


14,964,583,994.46 
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Available-for-sale 
financial assets 


12,000,000.00 


12,000,000.00 


Total 


2,411,737,112.39 
514,418,400.84 
8,519,621,933.36 
942,372.02 
3,517,864,175.85 
12,000,000.00 


14,976,583,994.46 


Other financial liabilities 


2,823,820,029.17 
9,371,089,221.30 
23,671,440.00 
855,242,214.91 
7,999,013.91 


13,081,821,919.29 
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FINANCIAL INSTRUMENT AND RISKS (CONTINUED) 
Classification of financial instruments (continued) 
2012 


Financial assets 


Available-for-sale 


Loans and receivables financial assets Total 

Cash and bank balances 1.766,394,113.61 - | .766.394.113.61 
Bills receivable 210,500,000.00 - 210,500,000.00 
Trade receivables 5,153,224 324.87 - 5,153,224,324.87 
Other receivables 3,185.440,111.20 - 3.185,440.111.20 
Long term equity investments - 6,000,000.00 6,000,000.00 
10,3 15.558,549.68 6.000.000.00 10,321,558,549.68 


Financial liabilities 
Other financial liabilities 


Bills payable 2.185.928,509.3 | 
Accounts payable 10,151,965,742.20 
Dividends payable 26,30 1,600.00 
Other payables 414,482,511.17 
Long term loans 8,.246,453.43 


12,786,924,816.11 


Credit risk 


Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other 
party by failing to discharge an obligation. 


The Group trades only with recognized and creditworthy third parties. It is the Group’s policy that all 
customers who wish to trade on credit terms are subject to credit verification procedures. In addition, 
trade receivables and bills receivable balances are monitored on an ongoing basis and the Group’s 
exposure to bad debts is not significant. For transactions that are not denominated in the functional 
currency of the relevant operating unit, the Group does not offer credit terms without the specific 
approval of the Head of Credit Control. 


With respect to credit risk arising from the other major financial assets of the Group, which comprise 
cash and bank balances, other receivables and some derivative instruments, the Group’s exposure to 
credit risk arises from default of the counterparties, with a maximum exposure equal to the carrying 
amounts of these instruments. 
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FINANCIAL INSTRUMENT AND RISKS (CONTINUED) 


Credit risk (continued) 


Since the Group trades only with recognized and creditworthy third parties, there is no requirement for 
collateral. Concentrations of credit risk are managed by customers. As at 31 December 2013, the Group 
has certain concentrations of credit risk as 88.55% (31 December 2012: 64.28%) and 95.54% (31 
December 2012; 79.90%) of the Group’s trade receivables were due from the Group’s largest customer 
and five largest customers. The Group has no collateral for balance of trade receivables or other credit 


enhancement. 


Further quantitative data in respect of the Group’s exposure to credit risk arising from bills receivable, 
trade receivables and other receivables are disclosed in notes VI.2 and V1.3 and V1.5 to the financial 


Statement. 


As at 31 December, the ageing analysis of the Group’s financial assets that are not considered to be 


impaired is as follows: 


2013 


Total 
Bills receivable 514.418,400.84 
Trade receivables 8,430,737,944.99 


942,372.02 
3,515,613,263.44 


Dividends receivable 
Other receivables 
Long term equity 


Investments 12.000,000.00 
12.473.711.981,29 
2012 


Total 


210,500.000.00 
4,715,520,030.60 
3,176,692,904,15 


Bills receivable 
Trade receivables 
Other receivables 
Long term equity 
investments 


8,108,712,934.75 


6,000,000.00 


not overdue 
not impaired 


514,418,400.84 
8,341,607,858.91 
942,372.02 
3,452,376, 132.07 


12,000.000.00 


12,321,344,763.84 


not overdue 
not impaired 


210,500,000.00 
4,171,976,700.49 
3,174,974,279,62 


6,000,000.00 


7,563,450,980.1 I 
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145,980,404.19 


Over due 
within six months 
six months to one year 
89, 130,086.08 - 
56,850,318.11 5,513.797.26 


5,513,797.26 


Over due 
within six months 
six months to one year 


189,943 330.11 353,600,000.00 
1,718,624.53 - 


191,661,954.64 353,600,000.00 


over 
one year 


-~ 
-~ 


873,016.00 


873,016.00 


over 
one year 
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FINANCIAL INSTRUMENT AND RISKS (CONTINUED) 


Credit risk (continued) 


As at 3! December 2013, the Group’s trade receivables that are not overdue and considered to be 
impaired were mainly related to China Railway Corporation, which is the largest client of the Group. 
Other receivables that are not overdue and considered to be impaired are mainly related to CSR 
Corporation Limited, which is the parent company of the Company. 


As at 31 December 2013, the Group’s trade receivables that are overdue but not considered to be 
impaired were mainly related to time delay between some separate subordinate units of China Railway 
Corporation paid first to China Railway Corporation and then paid to the Group by the way of unified 
settlement. Based on past experience, the directors of the Group are of the opinion that no provision for 
impairment is necessary in respect of these balances as there has not been significant change in credit 
quality and the balances are still considered fully recoverable. The Group’s other receivables that are 
overdue but not considered to be impaired were mainly related to prepaid value added tax arising from 
pro-forma exclusive value-added tax invoices issued to China Railway Corporation. Based on past 
experience, the directors of the Group are of the opinion that no provision for impairment is necessary 
in respect of these balances as there has not been significant change in credit quality and the balances 
are still considered fully recoverable. 


Liquidity risk 
Liquidity risk is the risk of fund shortage that an entity will encounter difficulty in meeting obligations 
associated with financial liabilities. 


The Group applies a planning tool of liquidity circulation to manage liquidity risk of fund shortage, 
which takes both maternity of financial instruments and estimated operating cash flow of the Group 


into consideration. 


The Group's objective is to maintain a balance between continuity of funding and flexibility through 
the use of bank loans and other interest-bearing loans. 


The maturity profile of the Group's financial assets and liabilities as at the end of the reporting period, 
based on the contractual undiscounted payments, is as follows: 


2013 


Financial assets 


One tothree Three months One year to Over 
months to one year five years five years Total 
Cash and bank 

balances 2,364,803,112.39 46,934,000.00 - - 2,411,737,112.39 
Bills receivable 258,054,594.84 256,363,806.00 - - 514,418,400.84 
Trade receivables 8,519,621,933.36 - - - 8,519,621,933.36 
Dividends receivable 942.372.02 - - - 942,372.02 
Other receivables  3,517,864,175.85 - - - 3,517,864,175.85 

Long term equity 
Investments 12,000,000.00 - - - 12,000,000.00 
14.673,286,188.46 303.297,806.00 - - 14,976,583,994.46 
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FINANCIAL INSTRUMENT AND RISKS (CONTINUED) 


Liquidity risk (continued) 
2013 (continued) 
Financial liabilities 


One to 


three months to one year 


Bills payable 1,153,110,223.91 1,670,709,805.26 
Account payable 9,371,089,221.30 - 
Other payable 855,242,214.9] - 


23,671,440.00 - 
15,998.03 


Dividends payable 
Long term loans - 


1 1,403,113,100.12 1,670,725,803.29 


2012 
Financial assets 


One to three Three months 


Three months One year to 


Over 


five years five years 


64,312.71 8,278,150.36 


64,312.71 8,278,150,36 


Over 
five years 


One year to 
five years 


months to one year 
Cash and bank 

balances 1.715,417,543.61 50,976,570.00 
Bills receivable 90,500,000.00 120,000,000.00 
Trade receivables  5,153,224.324.87 - 
Other receivables 3,185,440,111.20 - 

Long term equity 
investments 6,000,000.00 - 
170.976,570.00 


10,150,581,.979.69 


Financial liabilities 


One to 
three months 


Bills payable 2,145,928,509.31 
Account payable 10,151,965,742.20 
Other payable 414,482,511.17 
Dividends payable 26,301,600.00 
Long term loans - 


12,738,678,362.68 


Three months One year to 
to one year five years 


40,000,000.00 


16,492.9| 


40.016,492.9] 


eee 


Over 
five years 


66,302.15 8,534,224.62 


66,302.15 8,534,224.62 


Se ee ee 
ee eee 


Total 


2,823,820,029.17 
9,371,089,221.30 
855,242,214.91 
23,671,440.00 


8,358,461.10 


13,082,181,366.48 


Total 


|,766,394,113.61 

210,500,000.00 
5,153,224,324.87 
3,185,440,1 11.20 


6,000,000.00 


10,321,558,549.69 


Total 


2,185,928,509.3 | 
10,151,965,742.20 
414,482,511.17 
26,301 ,600.00 


8,617,019.68 


12,787,295,382.36 
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XII. FINANCIAL INSTRUMENT AND RISKS (CONTINUED) 


4, Market risk 


Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in market prices. The main market risk mainly include interest rate risk and foreign 


currency risk. 


Foreign currency risk 


Foreign currency risk is that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The foreign currency risk of the Group was mainly 
derived from its operating activities (when the currencies of receipt and payment were different from 
the Group’s functional currency). 


The Group faces transactional foreign currency risk. This risk was derived from the sales and purchases 
carried out by operating units which were denominated in currencies other than its functional 
currencies. The Group has1.33% (2012: 2.65%) of the sales amount which were generated from sales 
of the operating units which transacted in currencies other than their functional currencies. The Group 
has 100% (2012: 100%) of the cost amount which transacted in functional currencies. 


The following table demonstrates the sensitivity at the balance sheet date to a reasonably possible 
change in the exchange rates of the United States dollar, Euro and Japanese yen, with all other 
variables held constant, of the Group’s profit before tax (due to changes in the fair value of monetary 
assets and liabilities) and shareholder’s equity (due to forward foreign exchange contracts), 


Increase/ (decrease) Increase/ (decrease) Increase/ (decrease) in 
inexchange rate inprofitbeforetax | shareholder’s equity* 


2013 

Depreciation of RMB to USD 2.99% 1,029,551.91 - 
Appreciation of RMB to USD (2.99%) (1,029,551.91) - 
Depreciation of RMB to Euro 5.99% 0.10 - 
Appreciation of RMB to Euro (5.99%) (0.10) - 
Depreciation of RMB to Japanese Yen 19.09% (32.365,946.79) - 
Appreciation of RMB to Japanese Yen (19.09%) 32.365,946.79 - 
Depreciation of RMB to HK Dollar 2.95% 41,072.54 - 
Appreciation of RMB to HK Dollar (2.95%) (41,072.54) - 
Depreciation of RMB to Singapore Dollar 5.31% 4,299,955.31 - 
Appreciation of RMB to Singapore Dollar (5.31%) (4,299,955.31) - 
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FINANCIAL INSTRUMENT AND RISKS (CONTINUED) 
Market risk (continued) 


Foreign currency risk (continued) 


Increase/ (decrease) Increase/ (decrease) Increase/ (decrease) in 
inexchange rate inprofitbeforetax § shareholder’s equity* 


2012 

Depreciation of RMB to USD 1.05% 2,697,829.42 - 
Appreciation of RMB to USD (1.05%) (2,697 ,829.42) - 
Depreciation of RMB to Euro 9.24% 0.15 - 
Appreciation of RMB to Euro (9.24%) (0.15) - 
Depreciation of RMB to Japanese Yen 12.31% (9,.954.582.48) - 
Appreciation of RMB to Japanese Yen (12.31%) 9.954,582.48 - 
Depreciation of RMB to Singapore Dollar 4.06% 304,401.07 - 
Appreciation of RMB to Singapore Dollar (4.06%) (304,401.07) - 


*Excluding retained profit. 
Fair value 


The carrying amount and fair values of the Group's financial instruments excluded short term 
instruments that carrying amount approximately equals to fair values are as follows: 


Carrying value Fair value 
2013 2012 2013 2012 
Financial liabilities 
Long term loans 7,999,013.91 ‘ 8,246,453.43 4,378,685.24 4.627,087.82 


The fair value is the amount for which an asset could be exchanged, or a liability settled, between 
knowledgeable and willing parties in an arm’s length transaction. The following methods and 
assumptions are used in estimating fair value, 


The fair value of cash and bank balances, bills receivable, trade receivables, dividends receivables, 
other receivables, long term equity investments, bills payable, accounts payable, other payables and 
dividends payable approximate to their carrying amounts largely due to the short term maturities of 
these instruments. 


The fair value of the long term and loans have been calculated by discounting the expected future cash 
flows using market return rates currently available for instruments on similar terms and characteristics. 


EVENTS OCCURRING AFTER THE BALANCE SHEET DATE 


The Group signed a cooperation agreement with CSR Shijiazhuang Rolling Stock Co., Ltd. at 30 
December 2013 to jointly establish CSR Shijiazhuang Rail Transit Equipment Co., Ltd., whose 
registered capital amounted to RMB40 million. On 19 January 2014, the predetermined registered 
capital was invested in CSR Shijiazhuang Rail Transit Equipment Co., Ltd. of which RMB19.6 million 
and RMB20.4 million derived from the Group and CSR Shijiazhuang Rolling Stock Co., Ltd. 
respectively. The process of registration has been completed on 21! January 2014. 
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Within one year 8.556,714.668.3 | 


One to two years 53,268,464.5 | 
Two to three years 68,281,632.66 
Over three years 479,669.98 

8,678,744,435.46 


Less: Provisions for bad debts 42.514.821.99 


Total 8,636,229.613.47 


The movement of provision for bad debts against trade receivables is disclosed below: 


Opening Increase Decrease during the year 
balance during the year Reversal! Write-off 
2013 131,488.022.79  51,090,276.29 140,063,477.09 - 
2012 $5,033,035.52  78,699,081.46  1,281,755.59 962,338.60 


i ss Cm —_ --——O OOOO 
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XIV. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS 
I. Cash and bank balances 
2013 2012 
Cash on hand 140,367.61 23,605.61 
Bank deposit 2,141,657,586.56 1,546,139,356.40 
Others 46,934,000.00 50,976,570.00 
Total 2,188,731.954.17 1,597,139,532.01 
As at 31 December 2013. the ownership of the Company’s cash and bank balances amounting to 
RMB46,934.000.00 have been restricted (3! December 2012: RMB50,976,570.00), see Note XIV.14. 
es Bills receivable 
2013 2012 
Bank acceptance bills 4,396,800.84 - 
Commercial acceptance bills 478,000,000.00 195,500,000.00 
482.396,800.84 195,500,000.00 
As at 31 December 2013 and 3! December 2012. no bills receivable of the Company are restricted. 
3. Trade receivables 
The Company’s trade receivables were interest-free with normal credit terms of 180 days. 
The ageing of trade receivables is analyzed below: 
2013 2012 


4.801,799,813.12 
489,945,104.56 
14,028,159.71 
60,727,809.55 


5,366,500,886.94 
131,488,022.79 


5.235,012,864.15 


Closing 
balance 


42.514,821.99 


131,488,022.79 


As at 31 December 2013 and 31 December 2012. no trade receivables’ ownership of the Company are 


restricted, see Note XIV.14. 
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MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 


Prepayments 


The ageing of prepayments is analyzed below: 


Within one year 
One to two years 


Total 


Other receivables 


The ageing of other receivables is analyzed below: 


Within one year 
One to two years 
Two to three years 
Three to four years 


Less: Provisions for bad debts 


Total 


2013 


195,304,523.77 
563.17 


195,305,086.94 


2013 


3,511,582,245.30 
74,942,512.88 
6,238,468.20 
3,669,985.04 


3,596,433,211.42 
3,546, 130.32 


3,592,887,081.10 


2012 


26,603,204.48 
5,778,905.3 | 


32,382,109.79 


2012 


3,259,405.403.95 
7,655,677.68 
4,479,762.07 


3,271,540,843.70 
3,388,232.70 


3,268, 152,611.00 


The movement of provision for bad debts against other receivables for the year is disclosed below: 


Opening Increase Closing 

balance during the year balance 

2013 3,388,232.70 157,897.62 3,546,130.32 
3,171,032.70 3,388,232.70 


2012 217,200.00 
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MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 


Inventories 


Raw materials 
Work in progress 
Goods in transit 


Less: Provisions for bad debts 


Total 


2013 


1,819,157,203.31 
|.277,208,643.59 


83,974,738.70 


2012 


2,098,006,350.47 
2,910,289,170.10 
46,554,960.53 


The movement of provision for inventories is disclosed below: 


2013 


Raw materials 


Work in progress 


2012 


Raw materials 
Work in progress 
Finished goods 
Goods in transit 


Opening 
balance 


85.178.310.57 
208.490, 12 


$5,386.800.69 


Opening 
balance 


35,365,72 1.58 
208,490.12 
261,385.50 


3,299.302.69 
39,134,899.89 


Increase 
during the year 
86,786.799.06 
9.243.440.47 
96.030,239,53 


Increase 
during the year 


49.812.588.99 


1.060,073.91 


50,872,662.90 


75,955,623.28 - 


Decrease during the year 


Write-back Other reversal 

- 1.321.459.41 
158,729.49 3.140,573.20 
158.729.49 


4.462.032.61 


3,180,340,585.60 5,054,850,481.10 
105,461,416.94 85,386,800.69 
3,074,879, 168.66 4,969,463 ,680.4 | 
Decrease during the year Closing 
Write-back Other reversal balance 
75,747,133.16 - 96,217,976.47 
208.490.12 - 9,243.440.47 
105.461.416.94 


Closing 
balance 


85.178.310.57 
208,490.12 


85,386,800.69 


As at 31 December 2013 and 31 December 2012, no inventories’ ownership of the Group are restricted. 


Other current assets 


Value-added tax retained 
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MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 


Long term equity investments 


2013 2012 
Equity method 
Associates 
Qingdao Sifang Kawasaki Rolling Technology Co., Ltd. 7,220,008.90 7,098,042.69 
Cost method 
CSR (Tianjin) Subway Rolling Stock Co., Ltd. 300,000,000.00 300,000,000.00 
Wuhan CSR Sifang Reparement & Maintenance Center Co., Ltd. 50,000,000.00 50,000,000.00 
Chengdu CSR Rail Vehicle Co., Ltd. 115,420,000.00 104,000,000.00 
Qingdao CSR Distribution & Service Co.,Ltd 50,000,000.00 50,000,000,00 
Beijing CSR Huasheng Chuangye Investment Fund 12.000,000.00 6,000,000.00 
CSR America Incorporated 13,067,800.00 13,067,800.00 
Total 547,707.808.90 530,165,842.69 
Fixed assets 
2013 
Plant, Transportation 
Buildings machinery and vehicles and Other 
and structures equipment equipment equipment Total 
Cost: 
At | January 2013 1,.716.599.610.00 2.542.067,837.45 16.134.298.18 170,415,043.90 4.445,216,789.53 
Transfer from construction 
in progress 71.836,942.98 92,293,722.91 - 29,380,707.39 193.511,373.28 
Disposal - ( 37,809,046.99) ( 91,308.13) ( 5,698.713.97) ( 43,599,069,09) 
At 31 December 2013 1.788,436,552.98 2,596,.552,513.37 16,042,990.05  194.097.037.32 4,595,129,093.72 
Accumulated depreciation: 
At | January 2013 292.861.941.54 899,336,008.75 11.897.890.67 84.434,187.04 — 1,288.530,028.00 
Provided during the year 89.544.065.85 249.037,344.44 1.236,.250.22 35,795.709.69 375,613.370.20 
Write-olf - ( 34,763,520.17) ( 90,395.05) ( 5$,533,822.02) ( 40,387,737.24) 
At 31 December 2013 382.406,007.39 — 1.113,609,833.02 13.043.745.84 114,.696.074.71  1,623,755,660.96 
Net carrying amount: 
At 31 December 2013 1,406,030,545.59 — 1.482.942.680.35 2.999.244 21 79,400.962.61 2.971,373,432.76 
At | January 2013 1.423,737,668.46 1,642.731,828.70 4.236.407.51  85.980.856.86 3,156.686.761.53 
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XIV. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 


9. Fixed assets (continued) 
2012 
Buildings 
and structures 
Cost: 


At | January 2012 
Transfer from construction 


In progress 


machinery and 
equipment 


1.698,231.254.40 2,218,508,294.03 


23,588,796.98  344,605,008.69 
Disposal ( 5,220,441.38)( 21,045.465.27) 


Transportation 
vehicles and 
equipment 


16,382,032.36 | 


788,082.22 
( 1,035,816.40) { 


Other 
equipment Total 


20,175,829.83 4,053.297,410.62 


62,438.187.25 431,420,075.14 
12,198,973.18) ( 39,500,696.23) 


OO 


At 31 December 2012 


1.716,599.610.00 2,542,067,837.45 


ee ee eee” 
2 eee ee 


Accumulated depreciation: 
At | January 2012 225,855,208.38 
Provided during the year 68,671,905.19 


Write-off ( 


661,469,759.78 
257.393,967.41 
1,665,172.03) (  19,527,718.44) 


11,283,962.11 
1.620,058.20 
( 1,006,129.64) ( 


57,149,039.74 — 955,757,970.01 
39,160,923.12  366,846,853.92 
11,875.775.82) ( 34,074,795.93) 


At 31] December 2012 292,861,941.54 


899.336,008.75 


eee 
eee eee 


Net carrying amount: 


At 31 December 2012 


1.423,737.668.46  1,642,.731,828.70 


At | January 2012 


1.472,376,046.02 1,557,038,534.25 


me ——eeeeeeeeeee-— eT eee eee 
a eee eee 


Preparing for disposal of fixed assets are as follows: 


Carrying 
value 
At 31 December 2013 2.377,123.03 


At 31 December 2012 33,628.34 


11.897.890.67 84.434,187.04 — 1,288,530.028.00 
4.236.407.51 85,980.856.86 3.156,.686,761.53 
§.098.070.25 63.026.790.09 3.097.539.440.61 
Fare Estimated Estimated 


value disposal expense 


4,700,400.00 


211,000.00 


The fixed assets of operating lease’s carrying value of are as follows: 


Buildings 
and structures 


At 31 December 2013 5,639,204.95 
At 31 December 2012 5.980.157.82 
78 


Plant machinery 
and equipment 


78,455.95 


78,455.95 


disposal date 


- March 2014 


February 2013 


Total 


5,717,660.90 


6,058,613.77 
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CSR QINGDAO SIFANG CO., LTD. 


NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
31 December 2013 
Renminbi Yuan 


XIV. 


MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 


Construction in progress 


2013 


High-speed train 
production project 
High-speed train repair 

project 


Other projects 


At 31 December 2013 


2012 


High-speed train 
production project 
High-speed train repair 

project 


Other projects 


At 31 December 2012 


Opening 
Balance 


32.088,025.85 


10,552,181.30 
30,520,409.45 


Increase 
during 
the year 


23,820.548.58 


14.033,696.80 
100,352.436.75 


Decrease during the year 


Transferred 
to fixed assets 


52,962,956,24 


24.585.878.10 


115,962,538.94 


Transferred to 
intangible assets 


~ 


18,044.393.12 


Total 


2.945.618.19 


16,865.914.14 


DSS eee 


93.160,616.60 


Opening 
Balance 


252,706,223.22 


1.317,334.18 
93.679,585.36 


347,703,142.76 


138.206,682.13 


Increase 
during 
the year 


4.688.977.22 


9.234,847.12 
162,953_,724.64 


176,877,548.98 


193.511,373.28 


18,044.393.12 


Decrease during the year 


Transferred 
to fixed assets 


225,307,174.59 


206,112.900.55 


431 420,075.14 


Transferred to 
intangible assets 


19.811,532.33 


Total 


32.088,025.85 
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CSR QINGDAO SIFANG CO., LTD. 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 


31 December 2013 
Renminbi Yuan 


XIV. 


MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 


Intangible assets 


2013 


Cost: 
At | January 2013 
Purchase 


Transfer from construction 


in progress 
Decrease during the year 


At 31 December 2013 


Accumulated amortization: 
At | January 2013 
Provided during the year 
Write off during the year 


At 31 December 2013 


Net carrying amount 
At 31 December 2013 


At! January 2013 


2012 


Cost: 
At | January 2012 
Purchase 


At 31 December 2012 


Accumulated amortization: 
At | January 2012 
Provided during the year 


At 31 December 2012 


Net carrying amount 
At 31 December 2012 


At | January 2012 


Land use rights 


368,277.301.12 


368,277.301.12 


35,686,048.60 
8.099.382.60 


43,785.43 1.20 


324.491,869.92 


332.591,252.52 


Land use rights 


368,277,301,12 


368,277,301.12 


27,586,666,00 


8.099.382.60 


35,686.048.60 


332,591,252.52 


340,690.635.12 


Software 


101,081.718.28 
11.312,982.03 


18.044.393.12 


3,225,393.19 


127,213,700.24 


22,930.826.06 
11,286.220.65 


2,946,362.58 


31,270,684. 13 


95.943.016.11 


78.150,892.22 


Software 


70.195,990.99 


30.885.727.29 


101,081,718.28 


15,323,555.54 


7,607,270.52 


22.930,826.06 


78, 150,892.22 


54,872.435.45 


Proprietary 
technology 


14.294.901.65 
$10,287.18 


15,105.188.83 


4,.727,788.95 
1,054,922.9] 


5,782,711.86 


9.322.476.97 


9.567.112.70 


Proprietary 


technology 


13.674.337.88 


620.563.77 


14,.294.901.65 


2,571,517.43 


2.156,271.52 


4.727,788.95 


9,567.112.70 


11.102.820.45 


Total 


483,653.92 1.05 
12,123,269.21 


18.044,393.12 


3,225,393.19 


510.596,190.19 


63.344.663.61 
20,440,526. 16 


2.946.362.58 


80.838.827.19 


429.757.363.00 


420,309,257.44 


Total 


452.147.629.99 


31,506.291.06 


483.653,921.05 


45,48 1,738.97 


17,.862,924.64 


63.344,663.61 


420,309,257.44 


406,665.89 1.02 
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CSR QINGDAO SIFANG CO,, LTD. 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
31 December 2013 
Renminbi Yuan 


XIV. 


12. 


MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 


Deferred tax assets 


Recognized deferred tax assets: 


Provisions of product warranties 
Provisions of technology licensing usage fees 
Other accrued liabilities and accrued expenses 


Government grants 
Others 


Total 


2013 


49,388,986.26 
28,324,994.18 
21,194,827.10 

3,104,743.52 


3,269,277.37 


105,282,828.43 


2012 


39,072,202.27 
17,259,797.55 
13,467,083.45 

4.047,894.61 


3,483,069.11 


77,330,046.99 


The Company has recognized the deferred tax assets related to the above deductible temporary 
differences, because it is highly probable that future taxable profit will be available to be utilized. 


Assets impairment provisions 


2013 


Provisions for bad debts 


Provisions for inventories 


Provisions for bad debts 


Provisions for inventories 


Opening 


balance 


134,876,255.49 
85,386, 800.69 


Increase 


during the year 


31,248,173.91 
96,030,239 53 


Decrease during the year 


Write-back 


140,063,477.09 
75,955,623.28 


Reversal Write-off 


Closing 
balance 


46,060,952 31 
105,461 416.94 


Opening 


balance 


$5,250,235,52 
39.134,899.89 


Increase 


during the year 


81.870,114.16 
50.872,662.90 


Decrease during the year 


Write-back 


Reversal Write-off 


1.281.755,59 962,338.60 


138,729.49 4,462,032 61 - 


138.729.49 


5,743.788.20 962,338.60 


Closing 


balance 


134.876,255.49 
85,386,800,69 
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CSR QINGDAO SIFANG CO., LTD. 


NOTES TO FINANCIAL STATEMENTS (CONTINUED) 


31 December 2013 
Renminbi Yuan 


XIV. 


14, 


MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 


Restricted ownership of assets 


2013 
Opening 
balance 


Pledged assets 
Cash and bank balances 50.976.570.00 


2012 
Opening 
balance 


Pledged assets 
Cash and bank balances —_-1113.079,217.99 


Trade receivables 200.000.000.00 


3 13,079,217.99 


Decrease 
during the year 


4.042.570.00 


Decrease 


during the year 


62,102.647.99 


200.000,000.00 


262,102.647.99 


Note I: Pledged cash and bank balances were as follows: 


The guarantee deposit 


46,934.000.00 


Closing 
balance Note 
46.934,000.00 Note | 

Closing 
balance Note 
50.976.570.00 Note | 

50.976,570.00 
2012 


50,976,570.00 
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CSR QINGDAO SIFANG CO., LTD. 


NOTES TO FINANCIAL STATEMENTS (CONTINUED) 


31 December 2013 
Renminbi Yuan 


XIV. 


MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 


Payroll and benefits payable 


2013 
Opening 
balance 
Salaries. bonus and subsidies 11.338.161.36 
Employee welfare - 
Social insurance - 
Include: 1. Medical insurance - 
2. Pension insurance - 
3. Annuity . 
4. Unemployment insurance - 
5. Work-related injury 
insurance - 
6. Maternity insurance - 
Housing fund - 
Labour union fee and employee 
education fee 124,285.84 
Others 1,500,000.00 
Total 12.962,447,20 
2012 
Opening 
balance 
Salaries, bonus and subsidies - 
Employee welfare - 
Social insurance - 
Include: 1. Medical insurance - 
2. Pension insurance - 
3. Annuity - 
4. \Inemployment insurance - 
5. Work-related injury 
insurance - 
6. Maternity insurance - 
Housing fund - 
Labour union fee and employee 
education fee 199,763.61 
Others 1,920,000.00 
lotal 2,119,763.61 
83 


Increase during 
the year 


910,296,662.64 
58.792,802.82 
270,813,937.89 
78,474,098.41 
138,041.501.08 
32,598,894.34 
7,659.634.16 


7,612,200.63 
6.427,609.27 
108.813,858.37 


34,115,718.86 
920,000.00 


1,383,752,980.58 


Increase during 
the year 


933,863,568.00 
57,673,041.10 
272.426,803.3 | 
78.268.557.31 
135,308.417.16 
32,232,044.51 
13,072.321.99 


7,354.365.59 
6,191,096.75 
96.989.626.00 


32,.919.190.97 


2.169.207.31 


1,396.041,436.69 


1,500,000.00 


1.374.001,561.81 


2.589.207.3 | 


1,385,198,753.10 


Payment during Closing 


the year balance 
900,310,531.67 21,324,292.33 
38,792,802.82 - 
270,813.937.89 - 
78.474.098.41 - 
138,041.501.08 - 
32.598.894.34 - 
7,659,634.16 - 


7,612,200.63 - 
6.427,609.27 - 
108.813,858.37 - 


469,573.64 
920,000.00 


33,770.43 1.06 


22,713.865.97 


Payment during Closing 


the year balance 
922.525,406.64 11,338.161.36 
57,673.041.10 - 
272.426,803.31 - 
78.268,557.31 - 
135,308,417.16 - 
32,232,044.51 - 
13,072,321.99 - 


7,354,365.59 - 
6,191,096.75 - 
96,989,626,00 - 


124,285.84 
1.500,000.00 


32,994,668.74 


12.962,447.20 
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CSR QINGDAO SIFANG CO., LTD. 


NOTES TO FINANCIAL STATEMENTS (CONTINUED) 


31 December 2013 
Renminbi Yuan 


XIV. 


MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 


Taxes payable 


Value added tax 

Corporate income tax 

Business tax 

Property tax 

Individual income tax 

City construction and maintenance tax 
Educational surtax and surcharge 
Land use tax 

Stamp Duty 


Local water conservancy construction funds 


Total 


Dividends payable 


Qingdao Ultimate Corporation Limited 


China Railway Materials Company Limited 


Guangzhou Zhongche Railway Sales & Leasing Co. Ltd 
Fujian Ocean Eagle Economy & Trade Co. Ltd 


Southwest Jiaotong University 
China Railway Science & Technology 


Development Company 


Total 


Non-current liabilities due within one year 


Accrued liabilities due within one year 


Deferred income due within one year 


Total 


2013 


168,.941.256.89 
47.836.976.5 | 
3,.770,573.60 
12,641,226.28 
10,974,275,17 
7,838,767.97 
2,009,559.75 
11,624,580.74 


1,567,753.60 


267,204,970.5 1 


2013 


1 1.232,000.00 
7,020,000.00 
2.808,000,.00 
2,246,400.00 

280,800.00 


84.240.00 


23.671.440.00 


2013 


170,333.910.71 


59,266,924 .86 


229.600.835.357 


2012 


10,707,099.02 
474,848.59 
3,668,004.20 
1 1,.228,584.63 
153,821.62 
109,872.58 
2,009,595.75 
1.481.378.18 
4.175.97 


29,837,380.54 


2012 


12.480,000.00 
7,800.000.00 
3.120,000.00 
2,496,000,00 
312,000.00 


93,600.00 


26,301 ,600.00 


2012 


228,710,091.26 


119.125,744.09 


347.835,.835.35 


As at 31 December 2013, deferred income due within one year was government grants, please refer to 
Note XIV.33 for details; accrued liabilities due within one year, please refer to Note XIV.20 for details. 


CSR QINGDAO SIFANG CO., LTD. 


NOTES TO FINANCIAL STATEMENTS (CONTINUED) 


31 December 2013 
Renminbi Yuan 


XIV. 


20. 


MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 


Long term loans 


Guaranteed loans 


Accrued liabilities 


Expenditures of high-speed train plane transformation 


Product warranties 


Less: Accrued liabilities due within one year 


The movement of accrued liabilities is disclosed as below: 


2013 Opening 
balance 


Accrued expenditures of 
63.149,707.63 
260,48 1,348.45 


high-speed train 


Product warranties 


Total 323,63 1,056.08 
2012 Opening 
balance 


Accrued expenditures of 
98.670,000.00 
209,730,745.62 


high-speed train 


Product warranties 


Total 308,400,745.62 


85 


Increase during 
the year 


307.297,430.58 


307,297,430.58 


Increase during 


the year 


310,028.041.00 


310,028.04 1.00 


2013 


7,999.013.9] 


2013 


31,574.707.63 


329,259.908.40 


360.834.616.03 


170.333.910,71 


190,500.705.32 


Decrease during 


the year 


31.575,000.00 


238.518.870.63 


270,093.870.63 


Decrease during 


the year 


35,520.292.37 


259,277,.438.17 


294,797,730.54 


2012 


8,246.453.43 


2012 


63,149.707.63 


260,48 1,348.45 


323,63 1,056.08 


228.710.091.26 


94,920.964.82 


Closing 
balance 


31,574.707.63 


329,259,908.40 


360,834.6 16.03 


Closing 
balance 


63,149.707.63 


260.48 1.348.45 


323,63 1.056.08 


CSR QINGDAO SIFANG CO., LTD. 

NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
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XIV. 


21. 
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MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 
Other non-current liabilities 
2013 2012 


Deferred income over one year 207.227,703.95 163,935,491.32 
Actuarial welfare 1,890,000.00 3,020,792.69 


209,117.703.95 166.956,284.01 


Note I: As at 31 December 2013, deferred income related to government grants, please refer to note 
XIV.33 for details. 


Note 2: The Company provides external retirement benefits plans such as supplementary pension 
insurance. These plans include paying subsistence allowance to staff monthly after retirement, 
which the amount of subsidy is determined by staffs service time and related subsidy 
policies. All external retirement benefits plans are belonged to defined benefit plans. 


The movements in the present value of defined benefit plans are as follows: 


At 1 January 2013 4.520,792.69 
Interest cost recognised in administrative expenses 328,072.31 
Re-measurement on other comprehensive income (290,000.00) 
Amount paid (1.748,865.00) 
At 31 December 2013 2.810.000.00 
Less: Current portion due within one year (containing in Payroll and benefits payable) 920,000.00 
Non-current portion at 31 December 2013 1,890,000.00 


Share capital 


The Company’s share capital is RMB4,003,794,05 1.00, 


2013 2012 
Book balance _— Percentage Book balance Percentage 
CSR Corporation Limited 3.916,122,051.00 97.81%  3,.916.122.051.00 97.81% 
Qingdao Ultimate Corporation Limited 41,600,000.00 1.04% 41.600,000.00 1.04% 
China Railway Materials Company Limited 26,000,000.00 0.65% 26,000,000.00 0.65% 
Guangzhou Zhongche Railway 
Sales & Leasing Co. Ltd, 10,400.000.00 0.25% 10,400,000.00 0.25% 
Fujian Ocean Eagle Economy & Trade Co. Ltd. 8.320,000.00 0.21% 8,320,000.00 0.21% 
Southwest Jiaotong University 1,040.000.00 0.03% 1,040,000.00 0.03% 
China Railway Science & Technology 
Development Company 312,000.00 0.01% 312,000.00 0.01% 
Total 4.003,794.05 1.00 100.00%  4,003.,794.051.00 100.00% 
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23. 


24. 


MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 


Capital reserve 

2013 

Opening balance 

Increase during the year 
Write back during the year 


Closing balance 


2012 


Opening balance 


Increase during the year 


Closing balance 


Surplus reserves 


2013 


Statutory surplus reserves 


Discretionary surplus reserve 


Total 


2012 


Statutory surplus reserves 


Discretionary surplus reserve 


Total 


Share premium 


676,663,789.00 


676,663.789,00 


Share premium 


351,933.820.00 


324,729,969.00 


676.663,789.00 


Share-based 
payment 


5,984, 111.19 


908,091.76) 


5,076.019,43 


Share-based 


payment 


1,106,315.56 


4,877,795 .63 


5.984.111.19 


Opening 


others 


1,320,000.00 
290,000.00 


1 610,000.00 


others 


1.320,000.00 


1,320,000.00 


Increase 


balance 


498.218.521.85 


230.052.417.86 


728,270,939.71 


Opening 
balance 


337,605.981.35 


149.746.147.61 


487,352.128.96 


during the year 


142.965.708.50 


105,693,325.37 


248,659.033.87 


Increase 


during the year 


160,612,540.50 


80.306,270.25 


240,918,810.75 


total 


683,967,900.19 
290,000.00 


908,091.76) 


683,349,808.43 


total 


354,360.135.56 


329,607.764.63 


683.967,900.19 


Closing 


balance 


641.184,230.35 


335,745,743.23 


976,929,973.58 


Closing 


balance 


498,218,521.85 


230.052,417.86 


728,270,939.71 


In accordance with the Company Law of the PRC and the articles of association, the Company is 
required to allocate 10% of their profit after tax to the statutory surplus reserve until such reserve 
reaches 50% of the registered capital of the Company. 


The Company is authorized to allocate discretionary surplus reserve from profit after tax after the 
allocation of statutory surplus reserve. Upon the approval of the board, the discretionary surplus 
reserve can be used to cover losses or increase capital. 
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29; Retained earnings 


Retained earnings at beginning of year 


Net profit attributable to equity holders of the parent 


Less: Transfer to statutory surplus reserves 
Transfer to discretionary surplus reserve 
Cash dividend payable 


Retained earnings at end of year 


2013 


164,786,947.17 
1 ,429,657,084.95 
142,965,708.50 
105,693,325.37 


1,209,025,689.58 


136,759,308.67 


2012 


88,490,508.03 
1,606, 125,404.95 
160,612,540.50 
80,306,270,25 
1,.288,910,155.06 


164,786,947.17 


In accordance with the resolution passed at the 2012 annual shareholder general meeting held on 28 
June 2013, the cash dividend distribution proposal was RMBO0.03197 per share and a total amount of 
RMB128,001,295.81 paid to shareholders, With the 2013 dividend plan proposal approved by the fifth 
meeting of the third board of directors held on 30 December 2013, the cash dividend distribution was 
RMB 0.27 per share and a total amount of RMB1,081,024,393.77. In 2013, the actual cash dividend 


paid by the Company amounted to RMB1,209,025,689.58. 


26. Revenue 


Revenue is stated as follows: 


Principal operating income 
Other operating income 


Total 


Sale of goods 
Rendering of services 
Lease income 

Others 


Total 


8§ 


2013 


21,175,263,647.73 
41,669, 143.63 


21,216,932,791.36 


2013 


17,567,648,241,17 
3,624,029, 135.98 
2,821,211.80 
22,434,202.41 


21,216,932,791.36 


2012 


21,456,518,322.52 
47,695,258.13 


21,504,213,580.65 


2012 


20,009,486,613.53 
1 ,467,582,259.96 
900,338.96 
26,244,368.20 


21,504,213,580.65 
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27, 


29. 


30. 


31. 


MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 


Financial expenses 


Interest expenses 

Less: Interest income 
Foreign exchange gain or loss 
Others 


Total 

Assets impairment loss 

Provision for bad debts 

Provision for inventories 

Total 

Investment income/ (loss) 

Long term equity investment income under the cost method 
Investment income/ (loss) of associates under the equity method 
Total 

Non-operating income 

Government grants 

Import discount interest 


Gains on disposal of fixed assets 
Others 


Total 


Please refer to note XIV.33 for details of government grants. 


Non-operating expenses 


Loss on disposal of non-current assets 
Public relief donation 
Others 


Total 


89 


2013 


104,193.66 
86,236,959.26 


( 33,051,127.38) 
4.013,363.35 


(115.170,529.63) 


2013 


( 88,815,303.18) 
20,074,616.25 


( 68,740,686.93) 


2013 


62,542,585.97 


121,966.21 


62,664,552.18 


2013 


117,606,536.60 


6,865,700.00 
| 449,507.79 


149,937.3 | 


126,071,681.70 


2013 


796,848.06 
59,400.00 


91,888.21 


948,136.27 


2012 


58,690,631.75 
67,049,207 ,92 


( 17,344,580.96) 
( 4,512,721.34) 


( 


30,215,878.47) 


2012 


81,870,114.16 


50,713,933.41 


132,584,047.57 


_« 


2012 


34,234 ,487.50 


646,440.68) 


33,588 ,046.82 


2012 


52,087,884.07 
3,313,100.00 
| 968,910.86 


506,898.69 


57,876,793.62 


2012 


4,.200,55 1.26 
350,000.00 


555,241.02 


5, 105,792.28 
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CSR QINGDAO SIFANG CO., LTD. 

NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
31 December 2013 

Renminbi Yuan 


XIV. 


32. 


Wo 


ea 


MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 


Income tax expense 


Current income tax expense 
Deferred income tax expense 


Total 


Relationship between income tax and profit before tax: 


Profit before tax 


Tax at the statutory tax rate of 25% 

Effect of tax privilege 

Profits and losses attributable to associates 
Income not subject to tax 

Expenses not deductible for tax 

Others (note) 


Tax charge at the Group’s effective rate 


( 


( 


( 


2013 


239,148,417.70 


27,952,781.45) 


211,195,636.25 


1 ,640,852,721.20 


410.213.180.30 
140,797,090.84) 
30,491.55) 
15,635,646.49) 

3,108,404.55 


45.662.719.72) 


211,195,636.25 


2012 


269,490,249.95 
1,870,206.65 


271,360,456.60 


.877,485,861.55 


469.371,465.39 


( 179,875,682.47) 
161,610.17 
( 8,558,621,88) 


38,050,418.37 
47,788,732.98) 


_- 


271,360,456.60 


Note: Others were effect of additional deduction to research and development expenses that the 
Company developed new technology, new products and new techniques. 


Government grants 


Government grants related to assets 
Government grants related to income 


Total 


Among: 
Deferred income due within one year 


Deferred income due over one year 


90) 


2013 


135,595,834.13 


130,898,794.68 


266,494,628.81] 


59,266,924.86 
207,227,703.95 


2012 


128,635,272.32 
154,425 ,963.09 


283,061,235.41 


119,125,744.09 
163,935,491 .32 


CSR QINGDAO SIFANG CO., LTD. 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 


31 December 2013 
Renminbi Yuan 


XIV. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 
33. Government grants (continued) 
Movement details during the 2013 are as follows: 
Opening Increase Decrease during the year Closing 
balance during Credited to Paid to balance 
the year profitand loss _ project partner 
Government grants related to assets: 
Appropriation of state key laboratory by 
the Ministry of Finance of PRC 13,456,249.98 - 1,425,000.00 - 12,031,249,98 
High-speed train localization project 13,529,714.10 : 4.862,673.96 - 8.667,040.14 
High-speed train information system 
of R&D and manufacture 2.631,847.15 - 2,327,499.96 - 304,347.19 
High-speed train subsidy of industrialization 
technological transformation 20,423,313.10 - 2,373,133.80 ~  18,050,179.30 
Appropriation of three funds of technology 
by Science and Technology 
bureau of Chengyang District 33,148,525.68 . 3,322,477.94 - 29,826,047.74 
Appropriation of three funds of technology 
by Science and Technology bureau of 
Chengyang District-Hollow shaft —45,034,684.80 - 4.832.402.57 > 40,202,282.23 
Appropriation of technology development 
subsidies by Chengyang District - 24,600,000.00 - -  24,600,000.00 
Others 410,937.51 3,000.000.00 1 496,249.96 - |.914.687.55 
Government grants related to income: 
Common base and system integration 
subject 59.341.941,05 - 22,454,540.70 = 1,000.000.00 = 35,887,400.35 
High-speed train key technology of pedigree 
of module Construction and integrated 
design for China State 863 projects 19,960.219.00 —29.000,000.00 1.942,100.01 10,717,820.00 —36,300,298.99 
High-cold train key technical research 10,220,854.69 -  10,220,854.69 - - 
Official high-speed train key technical 
research 9.166,845.07 - 3,482.113.21 - 5.684.731.86 
High-speed train integrated platform construction 
of design and manufacture and typical models 
development for China State 863 projects 8.420,000,00 7,800,000.00 56,455.20 - 16,163,544.80 
High-speed bogie subject 6,625.455.20 - 497,689.59 -  6,127.765.61 
High-speed train reliability of key materials 
and components subject 4.105,864.88 - 3.105,156.57 - 1,000,708. 31 
High-speed body technology subject 8.557.185.30 - 4.256,041.18 - 4,301,144.12 
Traction drive system of high-speed train 
based On permanent magnet motor for 
China State 863 projects 7,257,101.30 5,000,000.00 2.305,.979.42 4.455,000.00  5,496,121.88 
Key technical research and prototype development 
for intelligent high-speed train 5,354.000.00 2.750,000.00 7,242,561.91 - 861,438.09 
Key technical research of bogie and equipment 
development for higher-speed train 6.920,000.00 - 164.877,25  1,200,000.00 = 5,555,122.75 
Development for 350 km/h high speed train -  10,100.000.00 — 10,100.000.00 - - 
Development for higher-speed test train - 28.660.000.00  28.660,000.00 - - 
Local government award 3,.202.653.28 278,000.00 70,218.00 -  3,410,435.28 
Others 5,293 ,843.32 8.036,000.00 2.408,510,68 811,250.00 = 10,110,082.64 


— ees _-  ——_ 


283,061,235.41 = 119,224.000.00 — 117,606,536,60 
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CSR QINGDAO SIFANG CO., LTD. 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
31 December 2013 
Renminbi Yuan 


XIV. 


33. 


MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 


Government grants (continued) 


Movement details during the 2012 are as follows: 


Opening 
balance 


Government grants related to assets: 
Appropriation of state key laboratory by 


the Ministry of Finance of PRC 


High-speed train localization project 


14.881,249.98 
18,392, 388.06 
High-speed tram information system 
of R&D and manufacture 6.805,543.11 
High-speed train subsidy of industrialization 
technological transformation 24.480, 860.90 
Appropriation of three funds of 
technology by Science and Technology 
bureau of Chengyang District 35.557,200,00 
Appropriation of three funds of technology 
by Science and Technology bureau of 
Chengyang District-Hollow shaft —30,570,097.35 


Others - 


Government grants related to income: 
Common base and system integration 
subject 70,306.843 41 
High-speed train key technology of pedigree 
of module Construction and integrated 
design for China State 863 projects - 
High-speed train key technical research - 
Official high-speed train key technical research - 
High-speed train integrated platform construction 
of design and manufacture and typical models 
development for China State 863 projects - 


High-speed bogie subject 6,.285.062.89 
High-speed train reliability of key materials 

and components subject 4,953,283.88 
High-speed body technology subject 10,362,645.09 


Traction drive system of high-speed train 
based on permanent magnet motor for 
China State 863 projects 6,926,834 50 
Key technical research and prototype development 
for intelligent high-speed train 3,900,000. 00 
Key technical research of bogie and equipment 


development for higher-speed train 7.000,000.00 
Local government award 3,040,000.00 
Others 5.771.710.3] 


Increase Decrease during the year 


during 
the year 


500,000.00 


12,200,000.00 


34.100,000.00 
12,570,000.00 
12.000,000.00 


8.420.000.00 


1.220,000.00 


2,130,000.00 


359,500.00 


17,000,000, 00 


2,850,000.00 


3,000,000,00 


940,000.00 
1,.757,400.00 


Credited to 
profit and loss 


1.425,000.00 
4.862.673.96 


4.173,695.96 


4.057,547.80 


2,408,674 .32 


5,535,.412.55 
89,062.49 


12,637 ,902.36 


| 204.48 1.00 
2,349.145.31 
2,833.154.93 


879.607,69 


793,719.00 


2.364,959.79 


2,079,733.20 


1.396,000.00 


280,000.00 


777,346.72 
1,939,766.99 


Paid to 
project partner 


10,327,000,00 


12.935,300.00 


2,183,700.00 


14,590,000.00 


2,800,000.00 


295,500.00 


Closing 
balance 


13,456.249.98 
13,529,714.10 


2.631 ,847.15 


20,423,313.10 


33,148,525,68 


45,034,684.80 
410,937.51 


39,341,941.05 


19,960.219.00 
10,.220,854.69 
9.166,845,07 


8,420,000.00 


6,625.455.20 


4,105,864 88 


8.557,185.30 


7,257,101.30 


5.354,000.00 


§,920,000.00 


3,202,653.28 
5,293,843.32 


meee eee 


269,233,719.48 


109,246,900.00 





CSR QINGDAO SIFANG CO., LTD. 

NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
31 December 2013 

Renminbi Yuan 


XIV, 


34, 


35, 


XV, 


MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 


Other comprehensive income 


Re-measurement of retiree benefit recognized 
in the other comprehensive income statement 


Cash flows from operating activities 


2013 


290,000.00 


Reconciliation of net profit to cash flows from operating activities: 


Net profit 


Add: Assets impairment loss 
Depreciation of fixed assets 
Amortization of intangible assets 
Loss/ (income) on disposal of fixed assets, 

intangible assets and other long-term assets 

Financial expenses 
Investment income 
Loss on fair value changes 
Decrease/ (increase) in deferred tax assets 
Decrease in deferred tax liabilities 
Decrease/ (Increase) in inventories 
Increase in receivables from operating activities 
Increase in payables from operating activities 
Share-based payment 


Net cash flows from operating activities 


Cash and cash equivalents 


Cash 
Including: Cash on hand 
Bank deposit without restriction 


Closing balance of cash and cash equivalents 


APPROVAL OF THE FINANCIAL STATEMENTS 


2013 
| ,429,657,084.95 


( 68,740,686.93) 
375,613,370.20 
20,440,526.16 


652,659.73) 
( 55,558,566.86) 
( 62,664,552.18) 


( 27,952,781.44) 


1,874,509,895.50 
( 3,752,662,563.32) 

2,671,344,589.74 
( 908,091.76) 


2,402,425,564.33 


2013 
2.141,797,954.17 


140,367.61 
2,141,657,586.56 


2,141,797,954.17 


2012 


2012 
| ,606,125,404.95 


132,584,047.57 
366,846,853 .92 
17,862,924.64 


2,23 1,640.40 
17,504,117.18 

( 33,588,046.82) 
4,569,141.62 
2,555,577.89 

( 685,371.24) 

( 300,785,736.04) 

( 2,130,206,334.19) 
1,734,891,611.42 
4,877,795.63 


] ,424,783,626.95 


2012 
1,546, 162,962.01 


23,605.61 
1,546,139,356.40 


1,546, 162,962.01 


The financial statements were approved and authorized for issue by the board of directors on 12 March 


2014. 
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CSR Qingdao Sifang Co., Ltd. 
Audited Financial Statements 


31 December 2012 


Important Notice 
The attached financial statements have been translated from the statutory financia] statements prepared in 


accordance with generally accepted accounting principles applicable to business enterprises established in 


the Peopie’s Republic of China. In the event of any differences in interpreting the financial statements, the 


Chinese version shall prevail. 
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REPORT OF THE AUDITORS 


Ernst & Young Hua Ming (2013) Shen Zi No. 60626562 _ JO] 
To the board of directors of CSR Qingdao Sifang Co., Ltd. 


We have audited the accompanying financial statements of CSR Qingdao Sifang Co., Ltd., which comprise the 
consolidated and company baiance sheets as at 31 December 2012, and the consolidated and company income 
statements, statements of changes in equity and statements of cash flows for the year then ended, and the notes 
to the financial statements. 


Management’s responsibility for the financial statements 


Management is responsible for the preparation and fair presentation of these financial statements. This 
responsibility includes: (1) preparing and fairly presenting the financial statements in accordance with 
Accounting Standards for Business Enterprises; (2} designing, implementing and maintaining mnternal control as 
management determines is necessary to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error. 


Auditor’s responsibility 


Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our 
audit in accordance with the Chinese Standards on Auditing. Those standards require that we comply with the 
Code of Ethics for Chinese Certified Public Accountants and plan and perform the audit to obtain a reasonable 
assurance about whether the financial] statements are free from material misstatement. 


An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditors’ judgement, including the assessment of 
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditors consider the internal control relevant to the entity’s preparation and fair presentation of 
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity’s internal control]. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made 
by management, as well as evaluating the overal! presentation of the financial statements. 


We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion. 


Opinion 


In our opinion, the financial statements present fairly, in all material aspects, the consolidated and company’s 
financial position of CSR Qingdao Sifang Co., Ltd. as at 31 December 2012 and their financial performance and 
cash flows for the year then ended in accordance with Accounting Standards for Business Enterprises. 


Emst & Young Hua Ming LLP 


Beijing, the People’s Republic of China 28 March 2013 


A member firm of Ernst & Young Glabal Limited 


CSR QINGDAO SIFANG CO., LTD. 
CONSOLIDATED BALANCE SHEET 
31 December 2012 

Renminbi Yuan 


ASSETS 


CURRENT ASSETS: 
Cash and bank balances 
Financial assets held for trading 
Bills receivable 
Trade receivables 
Prepayments 
Other receivables 
Inventories 
Other current assets 


Total current assets 


NON-CURRENT ASSETS: 
Long-term equity investments 
Fixed assets 
Construction in progress 
Disposal of fixed assets 
Intangible assets 
Deferred tax assets 


Total non-current assets 


TOTAL ASSETS 


Note V1 


SA un h& | h 


oo 


1] 
12 


2012 


1,766,394,113.61 


210,500,000.00 
5,153,224,324.87 
32,400, 109.79 
3,185,440,111.20 
5,185, 105,863.99 


338,351,416.69 


15,871,415,940.15 


13,098,042.69 

3,3 14,870,458.32 
177,318,050.15 
33,628.34 
657,371,079.38 


77,330,046.99 
4,240,021 ,305.87 


20,111,437,246.02 


The notes on pages 16 to 93 form an integral part of these financial statements. 


Z 


2011 


2,973,106, 100.79 
4,569,141.62 


3,206,309,623.58 

67,953 ,23 1.67 
3,2 18,766,897 .56 
4,714,947,260.43 


13,785,652,255.65 


13,594,483.37 
3,259,984,483.58 
352,987,265.11 


586,852,383.70 


79,885,624.88 
4.293 ,304,240.64 


18,078,956,496.29 


CSR QINGDAO SIFANG CO., LTD. 
CONSOLIDATED BALANCE SHEET (CONTINUED) 
31 December 2012 


Renminbi Yuan 


LIABILITIES AND SHAREHOLDERS’ EQUITY Note VI 
CURRENT LIABILITIES: 
Short-term loans 15 
Bills payable 
Accounts payable 
Advance from customers 
Payroll and benefits payable 16 
Taxes payable 7 
Dividends payable 18 
Other payables 
Non-current liabilities due within one year 19 
Total current liabilities 
NON-CURRENT LIABILITIES: 
Long-term foans 20 
Accrued liability 21 
Deferred tax liability 12 
Other non-current liabilities 22 
Total non-current liabilities 
Total liabilities 
SHAREHOLDERY’ EQUITY: 
Share capital 23 
Capital reserve 24 
Surplus reserves 25 
Retained earnings 26 


Exchange fluctuation reserve 
Equity attributable to shareholders of the parent 
Minority equity 
Total shareholders’ equity 


TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 


( 


2012 


2,185,928,509.3 1 
10,151,965,742.20 
899,63 1,542.72 
13,008,339.64 
49,263,277.16 
26,301,600.00 
414,482,511.17 


349,399,467.03 


14,089,980,989.23 


8,246,453.43 
94 920,964.82 


241,946,972.97 
345,114,391.22 


14,435,095 ,380.45 


4.003,794,05 1.00 
683,967,900.19 
728,270,939.71 
167,056,386.54 


484,188.48) 


5,582,605,088 96 


93,736,776.61 


5,676,34 1,865.57 


20,111,437,246.02 


The notes on pages 16 to 93 form an integral part of these financial statements. 


The financial statements from pages 2 to 93 are signed by the following persons: 


Company Representative: Chief Accountant: 


2011 


1,400,000,000.00 
1,909,595,829.00 
7,000,868,084.44 
2,244,530,255.57 
2,121,516.26 
196,473,337,.27 
38,184,801.58 
529,084,450.86 


256,319,495.96 


13,577,177,770,94 


8,266,657 .93 
149,012,442.02 
685,371.24 


256,510,479.44 
414,474,950.63 


13,991] 652,721.57 


3,157,264,020,00 
354,360,135.56 
487,352,128.96 
88,327,490.20 


4,087,303,774.72 


4,087,303,774.72 


18,078,956,496.29 


Head of Accounting: 


CSR QINGDAO SIFANG CO., LTD. 
CONSOLIDATED STATEMENT OF INCOME 
Year ended 31 December 2012 

Renminbi Yuan 


Note VI 

Revenue 27 
Less: Cost of sales 

Business taxes and surcharges 

Selling expenses 

Administrative expenses 

Financial expenses 28 

Assets impairment losses 29 
Add: Income/ (loss) on fair value changes 

Investment income/ (loss) 30 

Including: Investment income/ (loss) of associates 
Operating profit 
Add: Non-operating income 31 
Less: Non-operating expenses ae 


Including: loss on disposal of non-current assets 


Profit before tax 
Less: Income tax expense 33 


Net profit 
Net profit attributable to shareholders of the Parent 
Minority shareholders’ loss 


Other comprehensive loss 


Total Comprehensive income 


Including: 


2012 


24,050,95 1,012.60 
20,080, 110,550.99 
73,788,161.15 
459,239,439.83 
1,491,856,238.79 


( 30,982,535.35) 


134,874,902.30 


(  4,569,141.62) 
( 646,440.68) 
( 646,440.68) 


1,836,848,672.59 
60,393 575.30 
5,108,694.65 
4,200,551.26 


1,892, 133,553.24 
285,838,914.48 


1,606,294,638.76 

1 608,557,862. 15 
(  2,263,223.39) 
( 484,188.48) 


1,605,810,450,28 


Total comprehensive income attributable to shareholders of the Parent 1,608,073,673.67 


Total comprehensive income attributable to minority shareholders 


( — 2,263,223.39) 


The notes on pages 16 to 93 form an integral part of these financial statements. 


4 


2011 


23,979,769,424.32 
20, 109,262,335.29 
98,843,362.50 
535,289,676.49 
1,521,372,735.11 
85,460,057.18 
21,935,383.58 
4,569, 141.62 
3,352,814.28 
3,352,814.28 


1,615,527,830.07 
36,409,633.41 
1,384,010.53 


1,650,553,452.95 
209,721,330.81 


1,440,832,122.14 


1,440,832,122.14 


1,440,832, 122.14 


1,440,832, 122.14 


CSR QINGDAO SIFANG CO., LTD. 


CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 


Year ended 3t December 2012 
Renminbi Yuan 


|. At 1 January 2012 


2. Increase/(decrease) during the year 
(1) Net profit 


(ii) Profit and loss directly recorded in the 


shareholders’ equity 
(a) Exchange fluctuation reserve 


Total comprehensive income 


(111) Capital contnbution and withdrawal 
by shareholders 

(a} Capital contribution by shareholders 

(b) Share-based payment recorded in 
shareholders’ equity 

(iv) Profit appropriation 

(a) Transfer to surplus reserves 

(b) Dividend paid 


3. At31 December 2012 


Equity attributable to sharcholders of the Parent 


Share 


capital 


3,157,264,020.00 


846,530,031 .00 


4,003 ,794,051.00 


Capital 
reserve 


354,360,135.56 


324,729,969.00 


4,877,795.63 


683,967,900.19 


The notes on pages 16 to 93 form an integral part of these financial statements. 


Surpius 
reserves 


487,352,128.96 


240,918,810.75 


728.270,939.71 


Retained 
carmings 


88,327 ,490.20 


1 ,608,557,862.15 


1,608,557 862.15 


( 240,918,810.75) 
(1,288,910,155.06) 


167,056,386.54 


ee ene a 


Exchange 
fluctuation 
reserve 


( 484,188.48) 
( 484,188.48) 


( 484,188.48) 


Sub-total 


4,087 ,303,774.72 


1 ,608,557,862.15 


( 484,188.48) 
1,608,073,673.67 


1,171,260,000.00 


4.877,795.63 


1,288,910, 155.06) 


( ; 


5,582,605,088.96 


( 2,263,223.39) 


€ 2,263,223.39) 


Total 
shareholders’ 
equity 


4,087,303,774.72 


1,606,294,638.76 


( 484,188.48) 
1,605,810,450.28 


1,267 260,000.00 


4.877,795.63 


- (1,288.910,155.06) 


5,676,341,865.57 


CSR QINGDAO SIFANG CO., LTD. 


CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (CONTINUED) 


Year ended 31 December 201 1 
Renminbi Yuan 


i. At] January 2011 


2. Increase/(decrease) during the year 
(i) Net profit 


Total comprehensive income 


(ii) Capital contribution and withdrawal by shareholders 
(a) Capital contribution by shareholders 

(b) Share-based payment recorded in shareholders’ equity 
(iii) Profit appropriation 

(a) Transfer to surplus reserves 

(b) Dividend paid 

(c) Others 


3. At3i December 2011 


Equity attributable to shareholders of the Parent 


Share 
capital 


3,103,712,377.00 


53,551,643.00 


The notes on pages 16 to 93 form an integral part of these financial statements. 


Capital 
reserve 


319,805 ,463.00 


33,448,357,00 
1 106,315.56 


354,360,135.56 


Surplus 
reserves 


271,233,513.70 


- 


216,118,615.26 


487,352,128.96 


Retained 
eamings 


164,756,442.24 


1 ,440,832,122.14 
1 440,832 ,122.14 


( 216,118,615.26) 
(1,301,111,803.18) 
( 30,655.74) 


$8,327,490.20 


Sub-total 
3,859,507,795.94 


| 440,832,122.14 
1 ,440,832,122.14 


87,000,000.00 
1,106,315.56 


( 1,301,111,803.18) 
( 30,655.74) 


4.087 303,774.72 


Minority 


equity 


Total 
shareholders’ 
equity 


3,859,507,795.94 


1 ,440,832,122.14 
t 440,832,122.14 


87,000,000.00 
1,106,315.56 


(1,301,11 1,803.18) 


( 


30,655.74) 


4.087,303,774.72 


CSR QINGDAO SIFANG CO., LTD. 
CONSOLIDATED CASH FLOW STATEMENT 
Year ended 31 December 2012 


Renminbi Yuan 


l. 


Cash flows from operating activities: 


Cash received from sale of goods or rendering of services 


Refunds of taxes 
Cash received relating to other operating activities 


Sub-total of cash inflows 


Cash paid for goods and services 

Cash paid to and on behalf of employees 
Cash paid for all taxes 

Cash paid relating to other operating activities 


Sub-total of cash outflows 

Net cash flows from operating activities 

Cash flows from investing activities: 

Cash received from retrieval of investments 
Cash received from investment income 

Net cash received from disposal of fixed assets, 


intangible assets and other long-term assets 
Cash received relating to other investing activities 


Sub-total of cash inflows 


Cash paid for acquisitions of fixed assets, 
intangible assets and other long-term assets 

Cash paid for acquisitions of investments 

Cash paid relating to other investing activities 


Sub-total of cash outflows 


Net cash flows from/ (used in) investing activities 


Note VI 


35 


2012 


23, 342,032,944 .38 
6,810,303.31 
220,422,313.53 


23,569,265,561.22 


18,713,534,809.88 
1,410,161,606.07 
1,176,623,734,10 
847,151,815.19 


22,147,471,965.24 


1,421,793,595.98 


5,850,000.00 


2,731,400.17 


8,581,400.17 


597,106,148.71 
6,000,000.00 
81,827,754.03 


684,933,902.74 


( 676,352,502.57) 


The notes on pages 16 to 93 form an integral part of these financial statements. 


2011 


24,574,544,947.35 


367,852,600,34 


24,942,397,547.69 


20,694,870,066.22 
1,327,412,429.25 
937,307,733.20 


23,908,977,079.87 


1 033,420,467 ,82 


50,000,000.00 


10, 143,801.38 


878,254,211.34 


637,975,923 .34 


CSR QINGDAO SIFANG CO., LTD. 

CONSOLIDATED CASH FLOW STATEMENT (CONTINUED) 
Year ended 31 December 2012 

Renminbi Yuan 


Note VI 2012 2011 
3. Cash flows from financing activities: 
Cash received from capital contribution 1,267,260,000.00 210,700.00 
Including: capital contribution by minority shareholders 9$6,000,000.00 - 
Cash received from borrowings -  §,305,000,000.00 
Sub-total of cash inflows 1,267,260,000.00 5,305,210,700.00 
Cash repayments of borrowings 1,400,000,000.00  3,976,655,597.45 
Cash paid for distribution of 
dividend or profits and for interest expenses 1,361,547,361.99  1,417,320,871.54 
Sub-total of cash outflows 2,761,547,361.99 5,393,976,468.99 
Net cash flows used in financing activities ( 1,494,287,361.99} (  88,765,768.99) 
4. Effect of foreign exchange rate changes on cash 
and cash equivalents 4,236,929.39 ( 21,787,887.54) 
5. Net increase/(decrease) in cash and cash equivalents ( 744,609,339.19)  1,223,258,900.67 
Add: Balance of cash and cash equivalents at 
beginning of year 2,460,026,882.80  1,236,767,982.13 
6. Balance of cash and cash equivatents at end of year 36 1,715,417,543.61 2,460,026,882.80 


The notes on pages 16 to 93 form an integral part of these financial statements. 


CSR QINGDAO SIFANG CO., LTD. 
BALANCE SHEET 

31 December 2012 

Renminbi Yuan 


ASSETS 


CURRENT ASSETS: 
Cash and bank balances 
Financial assets held for trading 
Bills receivable 
Trade receivables 
Prepayments 
Dividends receivable 
Other receivables 
Inventories 
Other current assets 


Total current assets 


NON-CURRENT ASSETS: 
Long-term equity investments 
Fixed assets 
Construction in progress 
Disposal of fixed Assets 
Intangible assets 
Deferred tax assets 


Total non-current assets 


TOTAL ASSETS 


Note XHI 


1] 
12 


2012 


1,597,139,532.01 


195,500,000,00 
§,235,012,864.15 
32,382, 109.79 
34,234,487.50 
3,268, 152,611.00 
4,969,463,680.41 


335,865,015.56 


15,667,750,300.42 


530, 165,842.69 
3,156,686, 761.53 
93, 160,616.60 
33,628.34 
420,309,257.44 


77,330,046.99 
4,277,686, 153.59 


19,945,436,454.01 


The notes on pages 16 to 93 form an integral part of these financial statements. 


9 


2011 


2,533,933,490.92 
4,569,141.62 


3,205,561,942.36 
67,953,23 1.67 


3,216,981,661.01 
4,714,929,845.17 


13,743,929,312.75 


376,662,283.37 
3,097,539,440.61 
347,703,142.76 


406,665,891 .02 


79,885,624,88 
4,308,456,382.64 


18,052,385,695.39 


CSR QINGDAO SIFANG CO., LTD. 
BALANCE SHEET (CONTINUED) 
31 December 2012 

Renminbi Yuan 





LIABILITIES AND SHAREHOLDERS’ EQUITY Note XIII 


CURRENT LIABILITIES: 
Short-term loans 
Bills payable 
Accounts payable 
Advance from customers 
Payroll and benefits payable 
Taxes payable 
Dividends payable 
Other payables 
Non-current liabilities due within one year 


Total current liabilities 


NON-CURRENT LIABILITIES: 
Long-term loans 
Deferred tax Habilities 
Accrued liability 
Other non-current liabilities 


Total non-current liabilities 


Total liabilities 


SHAREHOLDERS’ EQUITY: 
Share capital 
Capital reserve 
Surplus reserves 
Retained earnings 


Total shareholder’s equity 


iD 


TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 


2012 


2,185,928,509,31 
10,178,033, 148.93 
899, 144,100.72 
12,962,447.20 
29,837,380.54 
26,301,600.00 
414,449,891.63 


347,835,835.35 


14,094,492,913.68 


8,246,453.43 


94,920,964.82 


166,956,284.01 


270, 123,702.26 


14,364,616,615.94 


4,003,794,051.00 
683,967,900.19 
728,270,939.71 


164,786,947.17 


5,580,8 19,838.07 


19,945,436,454.01 


The notes on pages 16 to 93 form an integral part of these financial statements. 


1d 


2011 


1,400,000,000.00 
1,909,595,829.00 
7,020,462,333.77 
2,244,526,426.75 
2,119,763.61 
197,099,114.81 
38, 184,801.58 
561,154,139.05 


254,755,864.69 


13,627 898,273.26 


8,266,657.93 
685,371.24 
149,012,442.02 


179,056, 158.39 


337,020,629.58 


13,964,918,902.84 


3,157,264,020.00 
354,360, 135.56 
487 352,128.96 


88,490,508.03 


4.087,466,792.55 


18,052,385,695.39 


CSR QINGDAO SIFANG CO., LTD. 
STATEMENT OF INCOME 

Year ended 31 December 2012 
Renminbi Yuan 





Revenue 
Less: Cost of sales 
Business taxes and surcharges 
Selling expenses 
Administrative expenses 
Financial expenses 
Assets impairment losses 
Add: Income/ (Loss) on fair value changes 
Investment income 
Including: Investment income/ (loss) of associates 


Operating profit 
Add: Non-operating income 


Less: Non-operating expenses 
Including: loss on disposal of non-current assets 


Profit before tax 
Less: Income tax expense 


Net profit 


Other comprehensive income 


Total comprehensive income 


Note XIII 


re 


31] 
32 


33 


2012 


21,504,213,580.65 
17,594,413,259,10 
72, 157,458.98 
482,909,784.38 

1 ,456,668,954.08 

( 30,215,878.47) 
132,584,047.57 

(  4,569,141.62) 
33,588,046,82 

( 646,440.68) 


1,824,714,860.21 
57,876,793,62 


5,105,792.28 
4,200,551.26 


1,877,485,861.55 
271,360,456.60 


1,606, 125,404.95 


1,606, 125,404.95 


The notes on pages 16 to 93 form an integral part of these financial statements. 


Lt 


2011 


24,126,634,099.05 
20,280,642,255.29 
98,723,63 1.57 
535,249,676.49 
1,497,865,405,88 
86,718,283.08 
21,935,383.58 
4,569, 141.62 
6,232,340.94 
3,352,814.28 


1,616,300,945.72 


34,442,601.73 
1,384,010.53 


1,649,359,536.92 
208,364,396.95 


1,440,995, 139.97 


1,440,995, 139.97 


CSR QINGDAO SIFANG CO., LTD. 
STATEMENT OF CHANGES IN EQUITY 
Year ended 31 December 2012 


Renminbi Yuan 


l. Atl January 2012 


2. Increase/(decrease) during the year 
(i) Net profit 
Total comprehensive income 


(11) Capital contribution and withdrawal by shareholders 


(a) Capital contribution by shareholders 


(b) Share-based payment recorded in shareholders’ equity 


(iit) Profit appropriation 
(a) Transfer to surplus reserves 
(b) Dividend paid 


3. At31 December 2012 


Share 
capital 


3,157,264,020.00 


$46, 530,03 1.00 


4.003,794,05 1.00 


The notes on pages !6 to 93 form an integral part of these financial statements. 


Capital 
reserve 


354,360,135.56 


324,729,969.00 
4,877,795 .63 


_ 683,967,900.19 


Surplus 
reserves 


487,352,128.96 


240,918,810.75 


728,270,939.71 


Retained 
eamings 


88,490,508.03 


1,606, 125,404.95 
1,606, 125,404.95 


{ 240,918,810.75) 
( 1,288,910,155.06) 


164,786,947.17 


Total 
shareholders’ 
equity 


4.087,466,792.55 


1,606, 125,404.95 
1,606,125,404.95 


1,17%,260,000.00 
4,877,795 .63 


(1,288,910,155.06) 


5,580,819,838.07 


CSR QINGDAO SIFANG CO., LTD. 

STATEMENT OF CHANGES IN EQUITY (CONTINUED) 
Year ended 31 December 2011 

Renminbi Yuan 


1, Atl January 2011 


2. Increase/(decrease) during the year 
(i) Net profit 


Total comprehensive income 


(11) Capital contribution and withdrawal by shareholders 
(a} Capital contribution by shareholders 

{b) Share-based payment recorded in shareholders’ equity 
(11) Profit appropriation 

(a) Transfer to surplus reserves 

(b) Dividend paid 


3. At3 December 2011 


Share 
capital 


3,103,712,377.00 


53,55 1,643.00 


3,157,264,020.00 


The notes on pages 16 to 93 form an integral part of these financial statements. 


Capital 
reserve 


319,805 ,463.00 


33,448,357.00 
1,106,315.56 


354,360, 135.56 


Surplus 
reserves 


271,202,857.96 


216, 149,271.00 


487,352,128.96 


Retained 
camings 


164,756,442.24 


1,440,995,139.97 


1,440,995,139.97 


( 216,149,271.00) 
( 1,301,111,803.18) 


88,490,508.03 


Total 
shareholders’ 


equity 
3,859,477, 140.20 


1,440,995,139.97 
1,440,995, 139.97 


$7,000,060.00 
1,106,315.56 


(1,301,111,803.18) 


4,087,466,792.55 


CSR QINGDAO SIFANG CO., LTD. 
CASH FLOW STATEMENT 
Year ended 31 December 2012 


Renminbi Yuan 


Cash flows from operating activities: 


Note XIII 


Cash received from sale of goods or rendering of services 


Refunds of taxes 
Cash received relating to other operating activities 


Sub-total of cash inflows 


Cash paid for goods and services 

Cash paid to and on behalf of employees 
Cash paid for all taxes 

Cash paid relating to other operating activities 


Sub-total of cash outflows 


Net cash flows from operating activities 


Cash flows from investing activities: 


Cash received from retrieval of investments 

Cash received from investment income 

Net cash received from disposal of fixed assets, 
intangible assets and other long-term assets 

Cash received relating to other investing activities 


Sub-total of cash inflows 


Cash paid for acquisitions of fixed assets, 
intangible assets and other long-term assets 

Cash paid for acquisitions of investments 

Cash paid relating to other investing activities 


Sub-total of cash outflows 


Net cash flows from/ (used in) investing activities 


14 


35 


2012 


20,273,911,169.14 
6,810,303.3 1 


219,712,204.85 


20,500,433,677.30 


15,688,540,271.43 
1,391,203,458.50 
1,163,982,239.49 


831,924,080.95 


19,075,650,050.37 


] ,424,783,626.93 


5,850,000.00 


2,73 1,400.17 


8,581,400.17 


450,206,954.76 
160,000,000.00 


111,827,754.03 
722,034,708.79 


( 713,453,308.62) 


The notes on pages 16 to 93 form an integral part of these financial statements. 


2011 


24,687,840,098.44 


277,909,798.65 


24,965,749,897.09 


20,808,32 1,799.29 
1,311,713,166.89 
933,531,764.04 


988,100,164.34 


24,041 ,666,894.56 


924,083,002.53 


50,000,000, 00 
2,879,526,66 


10,413,801.38 


$78,254,211.34 


941,247,539.38 


476,623,428.49 
63,067,800.00 


539,69 1,228.49 


401,556,310.89 


CSR QINGDAO SIFANG CO., LTD. 
CASH FLOW STATEMENT (CONTINUED) 
Year ended 3! December 2012 


Renminbi Yuan 


Note XIII 


3. Cash flows from financing activities: 


Cash received from capital contribution 
Cash received from borrowings 


Sub-total of cash inflows 


Cash repayments of borrowings 
Cash paid for distribution of dividend or profits 
and for interest expenses 


Sub-total of cash outflows 
Net cash flows used in financing activities 


4. Effect of foreign exchange rate changes on cash 
and cash equivalents 


5. Net increase/(decrease) in cash and cash equivalents 
Add: Balance of cash and cash equivalents 
at beginning of year 


6. Balance of cash and cash equivalents at end of year 36 


2012 


1,171,260,000.00 


1,171,260,000.00 


1,400,000,000.00 


1,361,547,361.99 


2,761 ,547,361,99 


( 874,691,310.92) 


2,420,854,272.93 


1,546, 162,962.01 


The notes on pages 16 to 93 form an integral part of these financial statements. 


5 


2011 


210,700.00 


5,305,000,000.00 


5,305,210,700.00 


3,976,655,597.45 


( 1,590,287,361.99) (  89,546,980.52) 


4,265,732.76 (  21,787,887.54) 


1,214,304,445.36 


1,206,549,827.57 


2,420,854,272.93 


CSR QINGDAO SIFANG CO., LTD. 
NOTES TO FINANCIAL STATEMENTS 
31 December 2012 

Renminbi Yuan 


I, GENERAL INFORMATION OF THE GROUP 


CSR Qingdao Sifang Co., Ltd. (the “Company”), a joint stock limited company, was incorporated in 
Qingdao City, Shandong Province, the People’s Republic of China (the “PRC”) on 22 July 2002. The 
registration number of the Company’s business license is No. 370200018079774. The legal 
representative of the Company is Zhang Zaizhong. The headquarter of the Company is located at No. 
88 Jin Hong Dong Road, Chengyang District, Qingdao City, Shandong Province, the PRC. 


The Company was formerly known as CSR Sifang Locomotive & Rolling Stock Co., Ltd., which was 
founded on promotion through approval of NO.195 [2002] Guojingmaogigai of the State Economic 
and Trade Commission of PRC. The CSR Group Company (the original name was China South 
Locomotive & Rolling Stock Industry Group Company, hereinafter referred to briefly as the CSR 
Group}, the main sponsor, paid in net assets related to manufacture of locomotive and passenger train 
of its wholly-owned subsidy of the original Sifang Locomotive & Rolling Factory as investment, 
associated with Beiya Industry (Group) Stock Co., Ltd. (“Beiya Industry”), Qingdao Ultimate 
Corporation Limited ( the “original” Qingdao Ultimate Transportation Equipment Co., Ltd.), China 
Railway Materials Company Limited, Guangzhou Zhongche Railway Sales & Leasing Co. Ltd, Fujian 
Ocean Eagle Economy & Trade Co, Ltd. , Southwest Jiaotong University, China Railway Science & 
Technology Development Company as other sponsors. The origina] registered capital of the Company 
was RMB286,046, 150.00. 


On April 2006, CSR Group increased investment RMB450,000,000.00 to the Company, which credited 
to share capital _ RMB264,015,000.00 and credited to the share premium RMB185,985,000.00 
respectively. This capital increment was approved by the Company’s shareholders at the first 
extraordinary annual general meeting and Reply of Capital Increment of CSR Sifang Locomotive & 
Rolling Stock Co., Lid. NO.231 [2006] Guozichanquan of the State-owned Assets Supervision and 
Administration Commission of the State Council of PRC. 


In 2007, CSR Group acquired all 32,500,000 shares of the Company held by Beiya Industry. In the 
same year, CSR Group invested all 495,266,150 held shares into newly established CSR Corporation 
Limited because of the reorganization. 


In 2008, CSR Corporation Limited increased investment RMB521,380,000.00 to the Company, which 
credited to share capital RMB478,824,900.00 and credited to the share premium RMB42,555,100.00 
respectively, after listed in Shanghai Stock Exchange and Hong Kong Stock Exchange. In the same 
year, capitalizing of common reserves of the Company was 6 shares upon each 10 shares to the whole 
shareholders. Totally 330,030,000 shares are capitalized, which 318,060,000 shares capitalized from 
capital reserve and 11,970,000 shares capitalized from discretionary surplus reserve respectively. On 
December 2008, the Company changed name into CSR Qingdao Sifang Co., Ltd. . 


On November 2009, CSR Corporation Limited increased investment RMB2,000,000,000.00 to the 
Company in cash, which credited to share capital RMB1,744,789,622.00 and credited to the share 
premium RMB255,210,378.00 respectively. This capital increment was approved by the Company’s 
shareholders at the first extraordinary annual general meeting in 2009. 


On October 2011, CSR Corporation Limited increased investment RMB87,000,000.00 to the Company 
in cash, which credited to share capital RMB53,551,643.00 and credited to the share premium 
RMB33,448,357.00 respectively. This capital increment was approved by the Company’s shareholders 
at the third extraordinary annual general meeting tn 2011. 


On July 2012, CSR Corporation Limited increased investment RMB1,171,260,000.00 to the Company 
in cash, which credited to share capital RMB846,530,031.00 and credited to the share premium 
RMB324,729,969.00 respectively. This capital increment was approved by the Company’s 
shareholders at the third extraordinary annual general meeting in 2012. 


CSR QINGDAO SIFANG CO., LTD. 

NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
3] December 2012 

Renminbi Yuan 


HET. 


GENERAL INFORMATION OF THE GROUP (CONTINUED) 


Above mentioned capital increments of the Company were specially verified by Certified Public 
Accountant of China through capital verification reports. The Company had made registration of 
change with the Industrial and Commercial Administration accordingly. 


The share capital of the Company was RMB4,003,794,051.00 at 31 December 2012. 


The Company together with its subsidiaries (collectively known as the “Group”) is principally engaged 
in the manufacture, sale and repair of high-speed train and urban rail transit production business. The 
Company’s principal activities include: design, manufacture, repair, sales and lease of locomotive, 
passenger train and urban rail transportation equipment; manufacture and sales of accessories of 
locomotive, passenger train and urban rail transportation equipment; technological services of 
locomotive and rolling; machining; welding processing; castings sales; heat treatment; metrological 
verification testing; physical and chemical inspection test; sales of measuring equipment; overhaul, 
sales and technical advisory of high-speed train and passenger train and related accessories; operating 
the export and import business and export and import of machine equipment, insta!lation kit and raw 
and ancillary matertals of the Company excluding goods of limited operating and prohibited export and 
import; the operation of processing with imported materials and processing with supplied material, 
assembling parts supplied by clients, processing with customer's samples and compensatory trade of 
the Company. 


The parent company of the Group is CSR Corporation Limited and the ultimate parent company of the 
Group is CSR Group, which both are incorporated in the PRC. 


BASIS OF PREPARATION 


The financial statements are prepared in accordance with the “China Accounting Standards for 
Business Enterprises — General Principals” and 38 specific accounting standards issued by the Ministry 
of Finance (the “MOF”) in February 2006, application guidance, interpretations and other related 
regulations issued later on (collectively known as the “CAS”) . 


The financial statements are prepared based on a going concern basis. 
The financial statements have been prepared under the historical cost convention, except for certain 


financial instruments which have been measured at fair value. Provision for impairment is provided in 
accordance with related regulations when indications of impairment of assets noted, 


Statement of adoption of the CAS 

The financial statements have been prepared in accordance with the CAS, and present truly and 
completely, the financial position of the Company and the Group as of 31 December 2012, and the 
results of their operations and their cash flows for the year then ended. 

SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES 

The financial statements for the year ended 31 December 2012 have been prepared and based on the 
following accounting policies and estimates, which are in accordance with the Accounting Standards 
for Business Enterprises issued by the Ministry of Finance of the People’s Republic of China (“PRC”). 


Accounting period 


The accounting year of the Group is from | January to 31 December of each calendar year. 


CSR QINGDAO SIFANG CO., LTD. 
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Renminbi Yuan 





Il. 


SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 
Reporting currency 


Renminbi, in which the financial statements are presented, is used as the Group’s recording and 
functional currency. All values are rounded to the nearest Renminbi Yuan (“RMB”) except when 
otherwise indicated. 


The subsidiaries, jointly-controlled entities and associates use their respective local currencies for 
recording purposes in accordance with their own operating environments, and translate to Renminbi 
when preparing financial statements. 


Business combination 


Business combination represents a transaction or event where two, or more than two, separate entities 
became one reporting entity. Business combinations are classified as “Business combination involving 
entities under common control” and “Business combination involving entities not under common 
control”. 


Business combination involving entities under common control 

Business combination involving entities under common control is a business combination in which all 
of the combining entities are ultimately controlled by the same party or parties both before and after the 
business combination, and that control is not transitory. Under a business combination involving 
entities under common control, the combining entity obtains control of another involving entity being 
absorbed on the combination date. The combination date is the date on which the combining entity 
effectively obtains control of the entity being absorbed. 


The assets and liabilities obtained are measured at the carrying amounts as recorded by the entity being 
absorbed at the combination date. The difference between the carrying amount of the net assets 
obtained and the carrying amount of consideration paid for the combination (or the total face value of 
shares issued) is adjusted to capital reserve. If the balance of capital reserve ts insufficient, any excess 
is adjusted to retained earnings. 


Business combination involving entities not under common control 

Business combination involving entities not under common control is a business combination in which 
all of the combining entities are not ultimately controlled by the same party or parties before and after 
the business combination. Under a business combination involving entities not under common control, 
the involving entity (the acquirer) obtains control of other involving entities (the acquiree) on the 
acquisition date. The acquisition date is the date on which the acquirer effectively obtains control of 
the acquiree. 


The acquirer shall, at the acquisition date, recognise the acquiree’s identifiable assets, liabilities and 
contingent liabilities that satisfy the recognition criteria at their fair values at that date of acquisition. 


Any excess of the sum of fair value of consideration paid for a business combination (or the fair value 
of equity securities issued) and the fair value of the acquiree’s equity held before the acquisition date 
over the acquirer’s interest in the fair value of the acquiree’s identifiable net assets is recorded as 
goodwill, which is measured at cost less any accumulated impairment losses subsequently. If the 
acquirer’s interest in the net fair value of the acquiree’s identifiable net assets exceeds the sum of fair 
value of considerations paid for a business combination (or the fair value of equity securities issued) 
and the fair value of the acquiree’s equity held before the acquisition date, the acquirer shall reassess 
the measurement of the fair value of the acquiree’s identifiable assets, liabilities or contingent liabilities, 
as well as the fair value of consideration paid for a business combination (or the fair value of equity 
securities issued) and the fair value of the acquiree’s equity held before the acquisition date, and 
recognize immediately in the income statement any excess remaining after reassessment. 
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SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 
Consolidated financial statements 


The scope of consolidated financial statements is determined by contro] basis, which consists of 
financial statements of the Company and its subsidiaries for the year ended 31 December 2012. A 
subsidiary is a company or entity that is controlled by the Company. 


The financial year and accounting policies of subsidiaries are applied consistently with the Company 
when preparing consolidated financial statements. All intercompany balances, transactions and 
unrealized gains and losses resulting from intercompany transactions, and dividends within the Group 
are fully eliminated on consolidation. 


Where the current loss assumed by minority shareholders of a subsidiary exceeds the minority interests 
of beginning equity, the balance offsets minority interests. Any changes in the minority interests 
without losing control are recognized as an equity transaction. 


For subsidiaries acquired through a business combination involving entities not under common control, 
the operating results and cash flows of the acquired company are included in the consolidated financial 
statements from the acquisition date until the date on which the Group ceases the control of the 
subsidiary. In preparing consolidated financial statements, the adjustments shall be made to the 
subsidiaries’ financial statement based on fair values of the identifiable assets, liabilities and contingent 
liabilities at the acquisition date. 


For subsidiaries acquired through a business combination involving entities under common control, the 
Operating results and cash flows of a subsidiary are included in the consolidated financia] statements 
from the beginning of combination period. [n preparing consolidated financial statements, the 
adjustments shall be made to related items in prior years’ financial statements, as if the combination 
had occurred from the date when the combining entities first came under control of the ultimate 
controlling party. 


Cash and cash equivalents 


Cash represents the cash on hand and deposits which are readily available for payment. Cash 
equivalents represent the Group’s short-term highly liquid investments which are readily convertible 
into known amounts of cash and subject to an insignificant risk of changes in value. 


Foreign operations and foreign currency translation 


The Group translates foreign currencies into the reporting currency when foreign currency transactions 
occur. 


Foreign currency transactions are initially recorded using the functional currency rates ruling at the 
dates of the transactions. Monetary items denominated in foreign currencies are translated into 
functional currencies at the rates of exchange ruling at the balance sheet date. The resulting exchange 
differences are recognized in the income statement, except those arising from the principals and 
interests on foreign currency borrowings specifically for the purpose of acquisition, construction or 
production of qualifying assets. Non-monetary items denominated in foreign currencies that are 
measured at historical cost are translated into functional currencies using the foreign exchange rate at 
the transaction date. Non-monetary items denominated in foreign currencies that are measured at fair 
value are translated using the foreign exchange rate at the date the fair value is determined; the 
exchange differences are recognized in other comprehensive income. 
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SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 
Foreign operations and foreign currency translation (continued) 


The Group translates functional currencies of overseas businesses into Renminbi when preparing 
financial statements. All assets and liabilities are translated at the rates of exchange ruling at the 
balance sheet date; shareholders’ equity, with the exception of retained profits, are translated at the 
rates of exchange ruling at the transaction date; all income and expense items in the income statement 
are translated at the average rates of exchange during the period. Exchange fluctuations arising from 
the translation mentioned above are recognized as other comprehensive income, and are presented 
separately in the shareholders’ equity in the balance sheet. When the overseas business is disposed of 
the exchange fluctuation reserve of the overseas business will be transferred to the income statement in 
the same period. In the case of a partial disposal, only the proportionate share of the related exchange 
fluctuation reserve is transferred to the income statement. 


The foreign currency cash flows and cash flows of a foreign subsidiary shall be translated at the rates 
of exchange ruling at the dates of the cash flows. The effect of changes in rates of exchange on cash 
and cash equivalents are presented separately in the cash flow statement. 


Inventories 


Inventories are initially recognized at cost, which comprises of purchase cost, processing cost, and 
other costs. Cost of delivered inventories is determined on weighted average basis. Turnover material 
includes lower priced and easily worn articles and packaging materials, which uses one-off method to 
amortize. 


At each balance sheet date, inventories shall be measured at the lower of cost and net realizable value. 
If the cost is in excess of amounts expected to be realized from their sale or use, provision for 
inventories is recognized in the income statement. When the circumstances that previously caused 
inventories to be written down below cost no longer exist and the net realizable value is higher than the 
carrying amount, the original amount of the write-down is reversed and charged to the income 
statement. 


Net realizable value is the estimated selling price under the normal business term deducted by the 
estimated costs to completion, the estimated selling expenses and related taxes. Provision is considered 
on an individual basis for both raw materials and finished goods. Inventories that are relevant to the 
products produced and sold in the same area, with same or similar end use or purpose, and unable to 
measure separately from other items should be considered on category basis. 
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SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 
Long-term equity investments 


Long-term equity investments consist of investments in subsidiaries, jointly-controlled entities, 
associates, and other equity investments which the Group cannot control the investees, or the investee 
are neither jointly controlled nor significantly influenced by the Group, and no quoted market price in 
an active market so that whose fair value cannot be reliably measured. Long-term equity investments 
are initially recognized at initial investment cost on acquisition. 


The cost method is applied for long-term equity investments when the investee are neither jointly 
controlled nor significantly influenced by the Group, and no quoted market price in an active market so 
that whose fair value cannot be reliably measured. The cost method is applied for long-term equity 
investments in the financial statements of the Company when the investee is controlled by the 
Company. Control refers to the right to decide on the financial and operating policies of a company and 
to obtain profit from the operating activities of the Company. 


When the cost method is adopted, long-term equity investments are recorded at initial investment cost. 
Profits or cash dividends declared to be distributed by the investee should be recognized as investment 
income in the current period, but such investment income is limited to proportionate distributions from 
accumulated profits after the date of acquisition. Also, it should consider whether there is impairment 
for the long-term investment in accordance with the related asset provision policy. 


The equity method is applied for long-term equity investments when investees are jointly controlled or 
significantly influenced by the Group. Joint control is the contractually agreed sharing of contro] over 
an economic activity, and exists only when the strategic financial and operating decisions relating to 
the activity require the unanimous consent of the parties sharing control (the ventures). Significant 
influence is the power to participate in the financial and operating policy decisions of the investee but 
is not control or joint contro] over those policies. 


When the equity method is adopted, the initia] cost of investment that in excess of the share of 
investee’s fair value on identifiable net assets remains unchanged; the initial cost of the investment that 
falls short of the share of investee’s fair value on identifiable net assets shall be adjusted, by which the 
difference had been charged to the income statement. 


When the equity method is adopted, the investor recognizes its investment income and adjusts the 
carrying amount of the investment based on the post-acquisition change in the investor’s share of net 
assets of the investee. The recognition of the investee’s result should base on the fair values of the 
individual identifiable assets of the investee according to the Group’s accounting policies and 
accounting period. And the gains and losses resulting from intercompany transactions with the investee 
should be eliminated to the extent of the amount attributable to the investor according to the 
shareholding (but if the gains and losses belong to asset impairment losses, it should be entirely 
recognized). The recognition should base on the adjusted income statement of the investee. With 
respect to the long-term equity investment in associates and jointly controlled entities acquired before 
the first time adoption date, the remaining equity investment difference arising from the amortization 
using the straight line method (if exists) should be recognized as investment income or loss, The 
investor’s share of profits distribution or cash dividends declared by the investee is deducted from the 
carrying amount of the investment. The Group recognizes net losses incurred by the investee to the 
extent that the carrying amount of the investment and other substantially treated as equity interests to 
the investee is reduced to zero, except for which the investor has extra obligation to assume loss of it. 
For the changes of equity in investee other than net income statement, the investor adjusts carrying 
amount of investment to shareholders’ equity. 


When long-term equity investment are being disposed of, the difference between the carrying amount 
and the actual proceeds received should be charged to the income statement. For long-term equity 
investments under equity method, the amount recognized in the equity previously shall be transferred 
to the tncome statement upon its disposal. 
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SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 
Fixed assets 


Fixed assets are recognized in situations when it is probable that their related future economic benefits 
will flow into the Group, and their cost can be measured reliably. The subsequent expenditure is 
recorded in the cost of fixed assets only if the conditions above are met and the carrying amount of 
parts which had been replaced shall be derecognized; otherwise, is charged to the income statement. 


Fixed assets are initially recorded at cost. The purchase cost of fixed assets comprises its purchase price, 
related taxes, and any directly attributable expenditure for bringing the asset to its working condition 
for its intended use. 


Depreciation is provided on fixed assets using the straight-line method, The estimated useful lives, 
estimated residual values, and the annual depreciation rates of each category of fixed assets are as 
follows: 


Estimated Estimated Annual 
useful life residual value depreciation rate 
Buildings and structures 20 year 5% 4.75% 
Machine equipment 5-15 year 5% 6%-19.00% 
Transportation vehicles and equipment 4-15 year 5% 6% - 23.75% 
Other Equipment 3-10 year 5% 9.50% - 31.67% 


The Group reviews the estimated useful lives, estimated residual values, and depreciation method, and 
adjusts if appropriate, at least at each balance sheet date. 


Construction in progress 


Construction in progress is recognized based on the actual construction expenditures incurred. It 
consists of all types of expenditure necessarily to be incurred, capitalized borrowing costs on related 
borrowed funds before the asset is ready for its intended use, and other related expenditure during the 
period of construction. 


Construction in progress is transferred to fixed assets when the asset is ready for its intended use. 
Intangible assets 

Intangible assets are recognized if and only if it is probably that the related economic benefits will flow 
into the Group and the costs of which can be measured reliably. Intangible assets are measured at cost 
initially. However, for intangible asset acquired in the business combination whose fair value can be 
reliably measured, it is separately recognized and measured at its fair value 

The useful lives of intangible assets are assessed based on estimated economic benefits periods. Those 
intangible assets without foreseeable economic benefits periods are classified as intangible assets with 


indefinite useful lives. 


The useful lives of the Group’s intangible assets are as follows: 


Useful life 
Land use rights 50 years 
Proprietary technology 2-10 years 
Software 10 years 
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SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 
Intangible assets (continued) 


The Group accounts for its land use rights as intangible assets. The land use rights are measured as 
intangible assets that are separate from internally generated buildings measured as fixed assets. With 
respect to the land use right purchased together with buildings, the acquisition cost is allocated between 
the two parts proportionately, or otherwise, is wholly accounted for as fixed assets. 


Intangible assets with finite useful lives are amortized over the useful lives on the straight-line basis. 
The Group reviews the useful lives and amortization method of intangible assets with finite useful lives, 
and adjusts if appropriate, at least at each balance sheet date. 


Research expenditures and development expenditures 


The expenditures for internal research and development projects of the Group were classified into 
research expenditures and development expenditures. All research costs are charged to the income 
statement as incurred. 


Expenditure incurred on projects to develop new products is capitalized only when the Group can 
demonstrate the technical feasibility of completing the intangible asset so that it will be available for 
use or sale, its intention to complete and the ability to use or sell the asset, how the asset will generate 
future economic benefits including demonstrating the asset or products produced using the asset exist 
market or usefulness when used internally, the availability of technical, financial and other resources to 
complete the project and the ability to use or sale, and the ability to measure reliably the expenditure 
during the development. Product development expenditure which does not meet these criteria is 
expensed when incurred. 


Financial instruments 


A financial instrument is any contract that gives rise to a financial asset of one entity and a financial 
liability or equity instrument of another entity. 


Recognition and derecognition of financial instruments 


The Group recognizes a financial asset or a financial liability when, and only when, it becomes a party 
to the contractual provisions of the instrument. 


A financial asset (either a part of financial asset or a part of a Group of similar financial assets) will be 
derecognized when and only when: 


(1) The contractual rights to the cash flows from the financial asset expire; or 

(2) It transfers the contractual rights to receive the cash flows of the financial asset in a manner, or 
assumes a contractual obligation to pay the cash flows to one or more recipients in an “transfer 
arrangement” and that (a) substantially transfers all the risks and rewards of ownership of the 
financial asset, or (b) neither transfers nor retains substantially all the risks and rewards of 
ownership of the financial asset, but abandons control of the financial asset. 


A financial liability is derecognized when, and only when, the current obligation is discharged or 
cancelled or expired. If existing financial liabilities is replaced by the same debtor with a new financial 
liability, whose contractual stipulations is substantially different from that regarding the existing 
financial liability, or 1f an enterprise makes substantial revisions to almost all of the contractual 
stipulations of the existing financial liability, it shall terminate the recognition of the existing financial 
liability, and at the same time recognize the financial liability after revising the contractual stipulations 
as a new financial liability, and the difference is recognized in the income statement. 


All regular way purchases and sales of financial assets are recognized on the trade date, that ts, the date 
that the Group commits to purchase or sell the asset. Regular way purchases or sales are purchases or 
sales of financial assets that require delivery of assets within the period generally established by 
regulation or convention in the marketplace. 
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SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 
Financial instruments (continued) 
Classification and measurement of financial assets 


The Group classifies its financial assets into four categories when recognized initially, including: 
financial assets at fair value through profit or loss, held-to-maturity investments, loans and receivables, 
and available-for-sale financial assets. Financial assets are measured at fair value initially. For 
financial assets at fair value through profit or loss, the directly associated transaction costs are charged 
to the income statement; for other financial assets, the directly associated transaction costs are 
recognized as initial investment cost. 


The subsequent measurement of financial assets depends on its classification: 


Financial assets at fair value through profit or loss 

Financial assets at fair value through profit or loss comprise of financial assets held for trading and 
those that are designated as at fair value through the income statement upon initial recognition. A 
financial asset is classified as held for trading if it is: acquired principally for the purpose of selling it in 
the near term; part of a portfolio of identified financial instruments that are managed together and for 
which there is evidence of a recent actual pattern of short-term profit-taking; a derivative (except for a 
derivative that is a financial guarantee contract or a designated and effective hedging instrument, or is 
linked to and must be settled by delivery of such unquoted equity instruments in an active market, and 
whose fair value cannot be reliably measured). Such financial assets are measured under fair value 
method subsequently. All the realized and unrealized gains or losses are recognized in the income 
statement. Any dividends or interest earned on these financial assets should be recognized in income 
statement. 


Held-to-maturity investments 

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments 
and fixed maturity that the Group has the positive intention and ability to hold to maturity. Held-to- 
maturity investments are subsequently measured at amortized cost using the effective interest rate 
method. Gains or losses are recognized in the income statement when the held-to-maturity investments 
are derecognized, impaired, or amortized. 


Loans and receivables 

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
unquoted in an active market. Loans and receivables are subsequently measured at amortized cost 
using the effective interest rate method. Gains or losses are recognized in the income statement when 
the joans and receivables are derecognized, impaired, or amortized. 


Available-for-sale financial assets 

Available-for-sale financial assets are those non-derivative financial assets that are initially designated 
as available for sale or are not classified as the abovementioned other categories of financial 
instruments. Such available-for-sale financial assets are measured at fair value in subsequent 
measurement. The premium or discount is amortized using the effective interest method, with interests 
recognized as interest income or expense. The fair value changes of available-for-sale financial assets 
are recognized as other comprehensive income in capital reserves except for changes arising from 
impairment losses or foreign exchange conversion on non-Renminbi monetary financial assets. When 
the financial asset is derecognized or impaired, the accumulated gains or losses recognized in prior 
periods are transferred to the income statement. All dividends or interest income related to available- 
for-sale financial assets are recognized in the income statement. 


Investments in equity instruments that do not have a quoted market price in an active market and whose 
fair value cannot be reliably measured are measured at cost. 
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SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 


Financial instruments (continued) 


Classification and measurement of financial liabilities 


The Group classifies its financial liabilities, when recognized initially as: financial liabilities at fair 
value through profit or loss and other financial liabilities. With respect to financial liabilities at fair 
value through profit or loss, its transaction costs are charged to the income statement; whereas other 
financial liabilities, its transaction cost are recognized as initial cost. 


The subsequent measurement of financial liabilities depends on their classification: 


Financial liabilities at fair value through profit or loss 

Financial liabilities at fair value through profit or loss comprise of financial Liabilities held for trading 
and those that are designated as fair value through profit or joss upon initial recognition. A financial 
liability is classified as held for trading if it is: incurred principally for the purpose of repurchasing in 
the near term; part of a portfolio of identified financial instruments that are managed together and for 
which there is evidence of a recent actual pattern of short-term profit-taking; a derivative (except for a 
derivative that is a financial guarantee contract or a designated and effective hedging instrument, or is 
linked to and must be settled by delivery of such unquoted equity instruments in an active market, and 
whose fair value cannot be reliably measured). Such financial liabilities are measured under fair value 
method subsequently. All the realized and unrealized gains or losses are recognized in the income 
statement. 


Other financial liabilities 
Other financial liabilities are subsequently measured at amortized cost using the effective interest rate 
method. 


Derivative financial instrument 


The Group uses derivative financial instrument such as forward foreign currency contract hedging for 
foreign exchange risk. Derivative financial instrument is initially recorded at fair value of signed date 
of derivative trading contract and subsequently measured at fair value. The fair value of derivative 
financial instrument which is positive is recognized as an asset and which is negative is recognized as a 
liability. A derivative financial instrument that is linked to and must be settled by delivery of such 
unquoted equity instruments in an active market and whose fair value cannot be reliably measured, is 
recorded at cost. 


Profit or loss of generated by fair value change are charged to the income statement, except the part of 
cash flow pledging which is effective is charged to other comprehensive income. 


Fair value of financial instrument 


The fair value of financial assets or financial liabilities traded in active markets is determined by 
reference to quoted market prices in active markets. For financial assets or financial liabilities where 
there is no active market, fair value is determined using valuation techniques. These techniques include 
using price of a market transaction at arm's length; reference to the current market value of instrument 
which is substantially the same; a discounted cash flow analysis, and option pricing models, etc. 
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SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 


Financial instruments (continued) 


Impairment of financial assets 


The Group assesses carrying amount of a financial asset at each balance sheet date and provides 
impairment provision when there is any objective evidence that the financial asset is impaired. Such 
objective evidence refers to events: occurred after the initial recognition of the financial asset; impacted 
on the estimated future cash flows of the financial asset; such impacts can be reliably measured. 


Financial assets carried at amortized cost 

If there is objective evidence that an impairment loss has been incurred, the amount of the loss is 
measured as the difference between the asset’s carrying amount and the present value of estimated 
future cash flows (excluding future credit losses that have not been incurred). The present value of the 
estimated future cash flows is discounted at the financial asset’s original effective interest rate (1.e., the 
effective interest rate computed at initial recognition). Ifa loan has a variable interest rate, the discount 
rate for measuring any impairment loss is the current effective interest rate. 


For assets that are individually significant, impairment assessment is made on an individual basis, and 
an impairment loss is recognized in the income statement when objective evidence of impairment 
exists. Assets that are individually insignificant, the Group includes the assets in a Group of financial 
assets with similar credit risk characteristics and collectively assess them for impairment, For assets 
that have been individually assessed (including individually significant and individually insignificant), 
but for which there is no objective evidence of impairment, are included within a Group of assets with 
similar credit risk characteristics and collectively assessed for impairment. Assets that are individually 
assessed for impairment and for which an impairment loss ts recognized cannot be subject to a 
collective impairment assessment. 


If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognized, the previously recognized 
impairment loss is reversed and recognized in the income statement. The reversal shall not result in a 
carrying amount of the financial asset that exceeds when the amortized cost would have had the 
impairment not been recognized at the reversal date. 


Available-for-sale financial assets 

When there is objective evidence that the financial asset is impaired, the cumulative loss that had been 
recognized directly in other comprehensive income due to decline in the fair value shall be removed 
and recognized in the income statement. The amount of the cumulative loss that is removed shall be 
the remaining balance of the acquisition cost deducted by any principal repayment, amortization, 
current fair value, and any impairment loss on that financial asset previously recognized in the income 
statement. 


Impairment losses for an investment in an equity instrument classified as available for sale shall not be 
reversed through the income statement. Increase in their fair value after impairment is recognized 
directly in other comprehensive income. 


If, in a subsequent period, the fair value of a debt instrument classified as available for sale increases 
and the increase can be objectively related to an event occurring after the impairment loss was 
recognized in the income statement, the impairment loss shall be reversed, with the amount of the 
reversal recognized in the income statement. 


26 


CSR QINGDAO SIFANG CO., LTD. 

NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
31 December 2012 

Renminbi Yuan 


I]. 


14. 


SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 


Financial instruments (continued) 


Impairment of financial assets (continued) 


Financial assets carried at cost 

If there is objective evidence that an impairment loss on the financial asset has been incurred, the 
amount of the loss is measured as the difference between the asset's carrying amount and the present 
value of estimated future cash flows discounted at the current market rate of return for a similar 
financial asset, and recognized in the income statement. Impairment losses on these assets are not 
reversed. 


With respect to long-term equity investments measured at cost method in accordance with CAS 2 
“Long-term Equity Investments”, for which the investments are not quoted in an active market and 
their fair values cannot be reliably measured, their impairment are assessed under the above mentioned 
principles. 


Transfer of financial assets 


The Group transfers substantially all the risks and rewards or control of the asset; it shall derecognize 
the financial assets, whereas, if it retains substantially all the risks and rewards or control of the asset, it 
should not derecognize the financial asset. 


When the Group has neither transferred nor retained substantially all the risks and rewards of the 
financial asset, it should follow the below treatment: if the control over the financial asset is lost, it 
should derecognize the financial asset and recognize the related assets and liabilities incurred. If the 
control over the financial asset has not been lost, the Group recognizes the financial asset to the extent 
of its continuing involvement of the financial asset and recognize an associated liability. 


Borrowing costs 


Borrowing costs are interests and other expenses arising from borrowings of the Group, including 
interests, amortization of discounts or premiums, ancillary expenses and exchange differences arising 
from foreign currency borrowings. 


All the borrowing costs are directly attributable to construction or productions of all qualifying assets 
are capitalized and other borrowing costs are treated as an expense. A qualifying asset is defined as a 
fixed asset, investment property or inventory that necessarily takes a substantial period of time to get 
ready for its intended use or sale. 


The capitalization of borrowing costs commences when: 

(1) Expenditures for the assets are being incurred; 

(2) Borrowing costs are incurred; 

(3) The acquisition and construction activities that are necessary to bring the assets to get ready for 
their intended use or sale have commenced. 


The capitalization of borrowing costs ceases when the asset being acquired or constructed is 


substantially ready for its intended use or sale and borrowing costs incurred thereafter treated as an 
expense. 


27 


CSR QINGDAO SIFANG CO., LTD. 

NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
31 December 2012 

Renminbi Yuan 


ITT, 


14, 


2. 


SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 
Borrowing costs (continued) 


Within the capitalization period, the amounts of capitalized borrowing costs for each accounting period 
are determined by following methods: 


(1) For the specific borrowings, the borrowing costs eligible for capitalization are the actual 
borrowing costs incurred during current period deducted by any temporary interest or 
investment income 

(2) For the general borrowings, the borrowing costs eligible for capitalization are determined by 
applying a capitalization rate to the capital expenditure that accumulated capital expenditures 
exceed the specific borrowings. 


Capitalization of borrowing costs is suspended during extended periods in which the acquisition or 
construction of a fixed asset is interrupted abnormally and the interruption lasts for more than three 
months, until the acquisition or construction is resumed. Borrowing cost incurred during the 
interruption period is treated as an expense, which is recognized in the income statement, until the 
activity of construction or productions of the fixed asset restarts. 


Impairment of assets 


The impairment of assets excluding inventories, deferred income taxes and financial assets shall be 
determined in accordance with the below methods: 


The Company shall assess at each balance sheet date whether there ts any indication that an asset may 
be impaired. If any such indication exists, the entity shall estimate the recoverable amount of the asset 
for impairment test. Irrespective of whether there is any indication of impairment, an entity shall also 
test goodwill acquired in a business combination and an intangible asset with an indefinite useful life 
for impairment at least annually at each year-end. 


The recoverable amount is to be determined as the higher of an asset’s or cash-generating unit’s fair 
value less costs to sell and the present value of anticipated future cash flows. Recoverable amount shall 
be estimated for the individual asset. If it is not possible to estimate the recoverable amount of the 
individual asset, an entity shall determine the recoverable amount of the cash-generating unit to which 
the asset belongs (the asset’s cash-generating unit). An asset’s cash-generating unit is the smallest 
Group of assets that includes the asset and generates cash inflows that are largely independent of the 
cash inflows from other assets or Groups of assets. 


An impairment loss is recognized if the carrying amount of assets or Group assets exceeds its 
recoverable amount. The Company writes off the carrying amount to recoverable amount. The 
difference is recorded in current income statement and resultant provision accrued. 


If above-stated impairment losses are recognized, no reversal of such impairment losses is permitted. 
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SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 
Accrued liability 


Except for contingent considerations or contingent liabilities assumed under a business combination, a 
accrued liability is recognized if: 


(1) the obligation is a present obligation assumed by the Group; and 

(2) it is probable that an outflow of resources embodying economic benefits will be required to 
settle the obligation; and 

(3) a reliable estimate can be made of the amount of the obligation. 


Estimated liabilities are initially measured at the best estimate of the expenditure required to settle the 
present obligation, after considering of risks, uncertainties, present value, etc. Estimated liabilities shal] 
be reviewed at each balance sheet date and adjusted to reflect the current best estimate. 


Revenue 


Revenue is recognized when it is probable that the economic benefits associated with the transaction 
will flow into the Group and the relevant amounts of revenue can be measured reliably, as well as all 
the following conditions are satisfied. 


Revenue from the sale of goods 


Revenue from the sale of goods is recognized when the significant risks and rewards in relation to 
ownership of the goods have been transferred to the buyer, the Group retains neither continuing 
management nor effective control over the goods sold; and the relevant amounts of costs can be 
measured reliably. The revenue from the sale of goods shall be determined by the amount received or 
receivable by the purchaser stipulated in the contract or agreement, unless the amount received or 
receivable stipulated in the contract or agreement is not at fair value. If the receivable method of the 
amount stated in the contract or agreement is made by deferred method and it contains the nature of 
financing, it should be determined by the fair value of the amount receivable as stated in the contract or 
apreement, 


Revenue from the rendering of services 


As at the balance sheet date, when the outcome of a transaction involving the rendering of services can 
be estimated reliably, revenue is recognized by reference to the percentage of completion method; 
otherwise, revenue is recognized only to the extent of the expenses recognized that are recoverable. 
The outcome of a transaction can be estimated reliably when all the following conditions are satisfied: 
the amount of revenue can be measured reliably; it is probable that the economic benefits associated 
with the transaction will flow into the Group; the stage of completion of the transaction can be 
measured reliably; the costs incurred for the transaction and the costs to complete the transaction can 
be measured reliably. The stage of completion is determined by the proportion that costs incurred to 
date bear to the estimated total costs of the transaction. For the revenue from rendering of services, it is 
determined by the amount received or receivable from the party receiving the service as stated in the 
contract or agreement unless the amount received or receivable as stated in the contract or agreement is 
not at fair value, 


When the Group enters into contract or agreement with other parties which contains both sales of 
goods and rending of services, if the portion of sale of goods and rendering of services can be 
separately measured, the portion of sale of goods and rendering of services are measured individually. 
If the portion of sale of goods and rendering of services cannot be separately measured or even if it 
could separately measured but cannot measured individually, it is deemed to be sales of goods. 
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18. 


19. 


SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 
Revenue (continued) 
Interest income 


Interest income ts recognized based on the time horizon of the use of the Group’s cash by others and 
effective interest rate. 


Lease income 


Lease income from operating lease is recognized over the lease terms on the straight-line basis. 
Contingent lease income is recognized when it incurred. 


Lease 


Leases that transfer substantially all the rewards and risks of ownership of assets to the Company, other 
than legal title, are accounted for as finance leases. Leases where substantially all the rewards and risks 
of ownership of assets remain with the lesser are accounted for as operating leases. 


As lessee under operating leases 
Where the Company is the lessee, rentals payable under operating leases net of any incentives received 


from the lesser are charged to relevant assets cost or the income statement on the straight-line basis 
over the lease terms. Contingent rentals are recognized in income statement when actually incurred. 


As Jesser under operating leases 


Where the Company is the lesser, rentals income under operating leases net of any incentives received 
from the lesser are charged to the income statement on the straight-line basis over the lease terms. 
Contingent rentals are recognized in income statement when actually incurred. 


Government grants 


Government grants are recognized at their fair value where there is reasonable assurance that the grant 
will be received and all attaching conditions will be complied with. Where the Group receives a 
monetary grant, the asset and the grant are recorded at the amount received or receivable. Where the 
Group receives a non-monetary grant, the asset and the grant are recorded at the fair value of the non- 
monetary assets or a nominal amount when the fair value is not available. When the grant relates to an 
expense item, it is credited to a deferred income account and recognized as income over the periods 
necessary to match the grant on a systematic basis to the future costs or losses that it is intended to 
compensate, When the grant relates to the expenses or losses already incurred, it is directly recognized 
in income statement. Where the grant relates to an asset, the fair value is credited to a deferred income 
account and is released to the income statement over the expected useful life of the relevant asset by 
equal annual installments. But for grants received relating to an asset with a nominal amount, it is 
directly recognized in income statement. 
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21. 


SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 
Employee benefits 


Employee benefits are all forms of consideration given by an entity in exchange for service rendered by 
employees. When an employee has rendered service to an entity during an accounting period, the entity 
shall recognize the unpaid amount of employee benefits as a liability. An entity shall recognize the 
discounted amount of defined benefit obligations due after one year in the financial statements if differ 
materially from the undiscounted amounts at balance sheet date. 


Expenditures for employees’ social security contributions (e.g. pension insurance, medical care 
insurance and unemployment insurance) and housing fund scheme managed by local government are 
capitalized in related assets or charged to the income statement. 


Except the above mentioned pension insurance, the Group provides external retirement benefits plans 
such as supplementary pension insurance. These plans include paying subsistence allowance to staff 
monthly after retirement, which the amount of subsidy is determined by staff's service time and related 
subsidy policies. All external retirement benefits plans are belonged to defined benefit plans. That the 
defined benefits plans are recognized as liabilities, which is the difference between present value of 
related defined benefit obligation and fair value of planed assets. The unrecognized actuarial profit and 
loss and cost of past service will be made adjustment. The defined benefit plan is calculated by 
independent actuary using the method of expected cumulative welfare units. Actuarial profit and loss 
exceed the present value of defined benefit obligation and fair value of plan assets 10% the higher of 
the two parts will be on the expected average remaining working life of employees of participating 
amortization and charged to the income statement. 


The Group does not provide and pay any external benefits (including retirement salary, subsidy and 
medical etc.} to staff who is retired from | July 2007. 


Income tax 


Income tax comprises current tax and deferred tax, and is normally recognized as income or expense in 
the income statement, except to the extent that it arises from: tax adjustment goodwill arising from a 
business combination; tax arising from an item that has been recognized directly in equity, which 
recognized in equity. 


Current tax assets and liabilities for the current and prior periods are measured at the amount expected 
to be recovered or paid according to the taxation laws and regulations. 


Based on the differences between the carrying amount of an asset or liability in the balance sheet and 
its tax base; and the differences between the carrying amount of some ttems that have a tax base but are 
not recognized as assets and liabilities and its tax base, the Group adopts liability method for provision 
of deferred tax. 


A deferred tax liability is recognized in respect of all taxable temporary differences except those arising 
from: 


(1) the initial recognition of goodwill; or the initial recognition of an asset or liability in a 
transaction which: is not a business combination; and at the time of the transaction, affects 
neither accounting profit nor taxable profit; and 

(2) as to temporary differences associated with subsidiaries, jointly controlled entities and 
associates, the Group is able to control the timing of the reversal of the temporary difference; 
and it is probable that the temporary difference will not reverse in the foreseeable future. 
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SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 
Income tax (continued) 


A deferred tax asset is recognized in respect of all deductible temporary differences to the extent that it 
is probable that taxable profit will be available against which the deductible temporary difference will 
be utilized except those arising from the initial recognition of an asset or liability in a transaction which: 


(1) is not a business combination; and at the time of the transaction, affects neither accounting 
profit nor taxable profit; and 

(2) as to deductible temporary differences associated with subsidiaries, jointly controlled entities 
and associates, a deferred tax asset is recognized to the extent that it is probable that: the 
temporary difference will reverse in the foreseeable future; and taxable profit will be available 
against which the temporary difference can be utilized. 


At each balance sheet date, deferred tax assets and liabilities are measured, based on taxation laws and 
regulations, at the tax rates that are expected to apply to the period when the asset is realized or the 
liability is settled, taking into account the income tax effect of expected asset realization or liability 
settlement at the balance sheet date. 


The carrying amount of a deferred tax asset is reviewed at each balance sheet date and is reduced to the 
extent that it is no longer probable that sufficient taxable profits will be available to allow the related 
tax benefit to be utilized. Any such reduction is reversed to the extent that it becomes probable that 
sufficient taxable profits will be available. 


Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set off 
current tax assets against current tax liabilities and the deferred taxes relate to the same taxable entity 
and the same taxation authority. 


Safety expense 


Safety expense extracted according to the policy is recorded into the cost of related products or 
recognized in the income statement and recorded into the special reserve. That whether it can be 
formed fixed assets or not when using it shall be treated respectively. If it belonged to expense 
expenditure, the special reserve can be directly decreased. If it can be formed fixed assets, fixed assets 
can be recognized when the asset is ready for its intended use after accumulating incurred the 
expenditure, and the equivalent special reserve can be decreased and the equivalent accumulated 
depreciation can be recognized. 


Significant accounting judgments and estimates 


The preparation of the Group's financial statements requires management to make judgments, estimates 
and assumptions that affect the reported amounts and disclosure of revenues, expenses, assets and 
liabilities, and the disclosure of contingent liabilities, at the reporting date. However, uncertainty about 
these assumptions and estimates could result in outcomes that could require a material adjustment to 
the carrying amounts of the assets or liabilities affected in the future. 
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SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES (CONTINUED) 


Significant accounting judgments and estimates (continued) 


Judgments 


In the process of applying the Group's accounting policies, management has made the following 
judgments, which have significant effect on the amounts recognized in the financial statements: 


Sale of goods 

The management considers sales of new production are not classified as construction contracts, which 
is not applicable to percentage of completion method in accounting treatment. The reasons are as 
follows: 1) The buyer and builder of the Group’s main products do not have ability to assign significant 
structural changes before building and during the building; 2) The Group will not rashly change 
matured main structural design, although after finishing implementation of digestion and absorb of 
imported technology and localization of component parts. For other products: 1) the Group provides 
common standards and already-designed products for buyers, which the buyers can only choose from 
assigned series of design programs and be limited by established design of chosen products; 2) the 
buyer can only claim subtle changes on the basis of fundamental design but not the mainly structural 
changes; 3) the buyers are difficult to make significant changes for established design of the products, 
which is limited to factors of engineering, technology, design ability and the products that must comply 
with strictly mandatory national safety standards. So, the Group considers sale of above products as 
revenue from sale of goods. 


Estimation uncertainty 


Except the uncertainty of significant accounting policies mentioned above, the key assumptions 
concerning the future and other key sources of estimation uncertainty at the balance sheet date, that 
have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities 
within the next financial year, are discussed below. 


Liabilities of supplementary pension benefit and other external benefit plans 

Supplementary pension plan and other external benefit plans have been recognized as a liability by the 
Group. The estimated amount of the benefit plans’ expenses and liabilities shall be calculated and paid 
by various assumptions, including discount rate, growth rate of related period benefit expense and other 
factors. Deviation between actuarial assumptions and real actual results will affect accuracy of 
accounting estimates. Any change of assumptions will affect amount of accrued liability of related 
supplementary pension insurance and other external benefit plans, although the management considers 
the assumptions above are reasonable, 


Development expenditures 
When determining the amount of capitalization, the management must make assumptions of estimated 
future cash flow related to assets, appropriate discount rate and estimated beneficial period. 


Product warranties 

The Group accrues product warranties of current year for sales of products that have warranty duty 
according to accrued liability accounting policy, which warranty expense occurred in previous years 
accounting for the proportion of current income and actual average warranty period translate into 
warranty money rate. The Group writes down provision of retention money when related warranty 
expenses actually occurred. That the difference between current estimate and results of re-estimated 
will affect amount of accrued liability of changed period of estimate. 


Deferred tax assets 

Deferred tax assets are recognised to the extent that it is probable that taxable profit will be available 
against which the deductible temporary difference and unused tax credit can be utilised. Significant 
management judgement is required to determine the amount of deferred tax assets that can be 
recognised, based upon the likely timing and level of future taxable profits together with tax planning 
Strategies. 
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lV, TAX 


The major taxes and rates for the Company during the year are as below: 


Value-added tax 17% of taxable income of general taxpayer as output tax, less input tax that is 
deductible in current year. 


Business tax Payable based on 5% of the taxable income. 


City construction and Payable based on 7% of the actual payment of turnover tax to be paid. 
maintenance tax 


Income tax On 6 September 2012, the Company got the certificate of high technology 
enterprises jointly awarded by Science and Technology Bureau, Financial 
Bureau, State Taxation Administration and Local Taxation Authorities of 
Qingdao. The certificate NO. is GF201237100081 and period of validity ts 
three years. According to relevant provisions of the Law of the People’s 
Republic of China on Enterprise Income Tax: high technology enterprises 
shall be subject to corporate income tax at the rate of 15%. Domestic 
subsidiaries of the Company shall be subject to corporate income tax at the 
rate of 25%. Overseas subsidiaries of the Company shall be subject to 
corporate income tax at the rate of 35%. 


V. SCOPE OF FINANCIAL STATEMENT CONSOLIDATION 


The details of subsidiaries are as follows: 


Percentage 
Place of Business Percentage of equity of voting 
Corporate name Tegistration nature Registered capital Direct Indirect right Note 
CSR (Tianjin) Subway Rolling Stock Co,, Lid. Tianjin Manufacturing 300,000,000.00 100% - 100% 
Wuhan CSR Sifang Reparement & Wuhan Manufacturing 50,000,000.00 100% - 100% 
Maintenance Center Co., Ltd. 
CSR America Incorporated U.S.A Manufacturing US$2,000,000.00 100% - 100% 
Chengdu CSR Railway Vehicle Co,, Lid. Chengdu Manufacturing 200,000,000,.00 52% - 52% Note 
Qingdao CSR Distribution & Service Co., Lid. Qingdao Trading 50,000,000.00 100% - 100% Note 


Note: The subsidiaries are newly established in this year. 
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l. Cash and bank balances 


Cash on hand 
Bank deposit 
Others 


Total 


2012 2011 
95,961.61 166,872.86 
1,715,321,582.00 2,459,860,009.94 


50,976,570.00 113,079,217.99 


1,766,394, 113.61 2,573, 106,100.79 


As at 31 December 2012, the ownership of the Group’s cash and bank balances amounting to 
RMBS0,976,570.00 has been restricted (31 December 2011: RMB1!13,079,217.99), see Note VI.14. 


2. Bills receivable 


Commercial acceptance bills 


As at 31 December 2012, no bills receivable of the Group are restricted. 


3, Trade receivables 


The Group’s trade receivables were interest-free with normal credit terms of 180 days. 


The ageing of trade receivables is analyzed below: 


Within one year 
One to two years 
Two to three years 
Over three years 


Less: Provisions for bad debts 


Total 


2012 2011 
210,500,000.00 - 
2012 2011 
4,715,520,030.60 3,107,150,591.61 
492,725,885.56 83,033,834.09 
18,283,318.49 49,192,866.50 
60, 727,809.55 21,965,366.90 
5,287,257,044.20 3,261,342,659.10 


134,032,719.33 55,033,035,.52 


5,153,224 ,324.87 3,206,309,623.58 


The movement of provision for bad debts against trade receivables is disclosed below: 


Opening Increase 

balance during the year 

2012 $5,033,035.52 79,962,022.41 
2011 53,961,207.60 1,071,827.92 


Decrease during the year Closing 
Write-back Write-olf balance 
- 962,338.60  134,032,719.33 


On 
LT 


nr ee SS CIS eee 
—_ 2 sr 


As at 31 December 2012, no trade receivables’ ownership of the Group are restricted (31 December 


2011: RMB200,000,000.00), see Note VI.14. 
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MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Prepayments 


The ageing of prepayments is analyzed below: 


Within one year 
One to two years 


Total 


Other receivables 


The ageing of other receivables is analyzed below: 


Within one year 
One to two years 
Two to three years 


Less: Provisions for bad debts 


Total 


2012 


26,621,204.48 


5,778,905.3 1 


32,400, 109.79 


2011 


67,953 ,23 1.67 


67,953 ,231.67 


The movement of provision for bad debts against other receivables is disclosed below: 


Opening Increase 
balance during the year 


2012 217,200.00 


2011 804,404.91 
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3,171,032.70 


587,204.91 


2012 2011 
3,176,692,904.15 3,010,241,438.29 
7,655,677.68 208,739,659.27 
4,479,762.07 3,000.00 
3,188,828,343.90 3,218,984,097.56 
3,388,232.70 217,200.00 
3,185,440,111.20 3,218,766,897.56 
Decrease during the year Closing 
Write-back Write-off balance 
- - 3,388,232.70 


- 217,200.00 
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MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Inventories 

2012 2011 
Raw materials 2,098,006,350.47 2,580,484 675.38 
Work in progress 2,930,328, 173.98 1,986,480,567.76 
Finished goods 36,523,839.27 39,819,487.94 


Goods in transit 


Less: Provisions for bad debts 


Total 


211, 124,247.35 


5,275,982,611.07 


90,876,747.08 


5,185, 105,863.99 


The movement of provision for inventories is disclosed below: 


2012 
Opening Increase Decrease during the year Closing 
balance during the year Write-back Write-off balance 
Raw materials 35,365,721.58 49,812,588.99 - - §85,178,310.57 
Work in progress 208,490. t2 - - - 208,490.12 
Finished goods 261,385.50 1,918,315.02 - - 2,179,700.52 
Goods in transit 3,299,302.69 169,672.67 158,729.49 - 3,310,245,87 
39,134,899.89 51,900,576.68 158,729.49 - 90,876,747.08 

2011 

Opening Increase Decrease during the year Closing 
balance during the year Write-back Write-off balance 
Raw materials 16,779,058.79  18,586,662.79 - - 35,365,721.58 
Work in progress 208,490.12 - - - 208,490.12 
Finished goods 696,590.41 . 435,204.91 - 261,385.50 
Goods in transit - 3,299,302.69 - - 3,299,302.69 
435,204.91 - 39,134,899.89 


17,684,139.32 


21,885,965.48 


147,297,429,24 


4,754,082, 160.32 
39,134,899.89 


4,714,947,260.43 


As at 31 December 2012 and 31 December 2011, no inventories’ ownership of the Group is restricted. 


Other current assets 
2012 2011 


Value-added tax retained 338,351,416.69 - 
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MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Long-term equity investments 


2012 2011 
Equity method 
Associates 
Qingdao Sifang Kawasaki Rolling Technology Co., Ltd. 7,098,042.69 13,594,483.37 
Cost method 
Beijing CSR Huasheng Chuangye Investment Fund 6,000,000.00 - 
13,098,042.69 13,594,483.37 
Associates’ major financial information: 
Registered Business Registered Percentage Percentage 
Address Nature Capital ofequity of voting 
right 


Associates 
Qingdao Sifang Kawasaki Rolling 
Stock Technology Co., Ltd. Qingdao Manufacturing 11,587,100.00 39.00% 39.00% 


Closing balance Closing balance Revenue Net profit 
of assets of liabilities during the year during the year 
Associates 
Qingdao Sifang Kawasaki Rolling 
Stock Technology Co., Ltd. —-19, 500,618.54 1,300,509.07 15,355,960.00 ( 740,191.76) 
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MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Fixed assets 


2012 


Cost: 
At 1] January 2012 


Purchase 
Transfer from construction 
in progress 


Disposal 


At 31 December 2012 


Accumulated depreciation: 
At | January 2012 
Provided during the year 


Write-off 


At 31 December 2012 


Net carrying amount: 
At 31 December 2012 


At | January 2012 


Plant, | Transportation 
Buildings machinery and vehicles and Other 
and structures equipment equipment equipment Total 


1 ,821,843,357.98 2,261,995,914.61 17,522,900.00 123,073,558.93 4,224,435,731.52 
186,199.99 186,199.99 


25,457,836.85  346,138,271.78 788,082.22  66,526,067.19  438,910,258.04 
( 5,218,543.38) ( 21,045,465.27) { 1,035,816.40) (11,871,728.46) ( 39,171,553.51) 


EE ET iii 


1 ,842,082,651.45 2,587,088,721.12 17,275,165.82 177,914,097.65 4,624,360,636.04 


ts 
a a 


230,049,884.40  665,335,087.60 11,543,243.14 = 57,523,032.80 964,45],247.94 
74,549,542.03  262,307,185.40 1,891,230.10  40,075,073.73 378,823,031.26 
( ,665,172.03) ( 19,527,718.44) ( 1,006,129.64) (11,585,081.37) ( 33,784,101.48) 


302,934.254.40  908,114,554,56 12,428,343.60  86,013,025.16  1,309,490,177.72 


i TT 
I Oa ee — — — Clee SS Oe ee ee eee ee es eee 


1,539,148,397.05  1,678,974,166.56 4,846,822.22 91,901,072.49 3,314,870,458,32 


i rr Oe ee ee 
———— TE ET | icra 


1,591,793,473,58 1,596,660,827.01 5,979,656.86  65,550,526.13 3,259,984,483.58 


SS 
————— i LT 
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MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Fixed assets (continued) 


2011 


Cost: 
At | January 2011 


Transfer fram construction 
in progress 


Disposal 


At 3 December 201 1 


Accumulated depreciation: 
At | January 2011 
Provided during the year 
Write-off 


At 31 December 201 1 


Net carrying amount: 


At 3l December 201 I 


At |] January 2011 


( 2,449,741.30) { 32,696,814.42) { 


( 1,449,236.14}) ( 27,441,242.91)  ( 


Pjant, Transportation 
machinery and vehicles and Other 


Buildings 
equipment equipment equipment Total 


and structures 


1,408,048,773.63 1,718,769,816.13 15,624,533.03 100,183,767.28 3,242,626,890.07 
2,.138,338.49 = 34,396,335.49  1,028,701,912.53 
239,971.52) (£1,506,543.84) ( 46,893,071.08) 


eee i Se ee Ce 


416,244,325.65 575,922,912.90 


17,522,900.00 123,073,558.93 4,224,435,731.52 


eo ee 
LN erated 
LT 


}0,086,504.07  $7,130,113.39  699,515,110.43 
1,693,295.49 = 11,861,907.08 305,532,160.65 
236,556.42) (11,468,987.67} ( 40,596,023.14) 


Oe ener eer eS, 


136,828,939.31 
94.670,181.23 


495 469,553.66 
197,306,776.85 


230,049,884.40 665,335,087 .60 11,543,243.14 = 57,523,032.80 964,451,247.94 


en and 
yee ge ry Py eres SS 


1,591,793,473.58 1,596,660,827.01 5,979,656.86  65,550,526.13 3,259,984,483.58 


te ed 
0 iter EPS Es | ie aS 


1,271,219,834.32 1,223,300,262.47 5,538,028.96  43,053,653.89 2,543,111,779.64 


ed 
ee EL 


Preparing for disposal of fixed assets are as follows: 


Carrying Fare Estimated Estimated 

value value disposal expense disposal date 

At 31 December 2012 33,628.34 211,000.00 - February 2013 

At 31 December 2011 - 7 : 
The carrying values of the fixed assets under operating lease’s are as follows: 

Buildings Plant machinery Total 


At 3] December 2012 


At 31 December 2011 


and structures and equipment 


7,995,503.29 78,455.95 8,073 ,959.24 


6,321,110.69 232,400.22 6,553,510.91 
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MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Construction in progress 


2012 


High-speed train 

production project 
High-speed train repair project 
Urban rail transit 

production project 


Other projects 


2011 


High-speed train 

production project 
High-speed train repair project 
Urban rail transit 

production project 


Other projects 


Opening 
balance 


252,706,223.22 
4,249,717.64 


2,351,738.89 


93,679 585.36 


352,987,265.11 


Opening 
balance 


312,269,730.84 
4,783,831.28 


9,185,788.27 


107,089,499.89 


433,328,850.28 


Increase 
during 
the year 


4,688,977.22 
13,589,442.68 


82,494,410.04 


162,953,724.64 


263,726,554.58 


Increase 
during 
the year 


685,579,972.12 
36,952,911.32 


33,349,417.61 


213,216,826.33 


969,099,127.38 


4] 


438,910,258.04 


205 ,887,940,84 


| ,028,701,912.53 


___ Decrease during the year __ 


Transferred Closing 

to fixed assets Other balance 
225,307, 174.59 - 32,088,025.85 
6,517,235.62 - 11,321,924.70 
972,947.28 485,511.50 83,387,690.15 
206,112,900.55 - 50,520,409.45 


485,511.50 177,318,050.15 


Decrease during the year 


Transferred Transferred to Closing 

to fixed assets intangible assets balance 
745, 143,479.74 - 252,706,223.22 
37,487 ,024.96 -  4,249,717.64 
40,183,466.99 - 2,351,738.89 


20,738,800.02 93,679,585.36 


20,738,800.02 352,987,265.11 
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Ll. 


MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Intangible assets 


2012 


Cost: 
At I January 2012 


Increase during the year 


At 31 December 2012 


Accumulated amortization: 
At | January 2012 
Provided during the year 


At 31 December 2012 


Net carrying amount 
At 31 December 2012 


At | January 2012 


2011 


Cost: 
At | January 2011 


Increase during the year 


At 31 December 201] 


Accumulated amortization: 
At } January 2011 
Provided during the year 


At 31 December 2011 


Net carrying amount 
At 31 December 2011 


At | January 2011 


Land use rights 


$32,141 ,069.12 


61,061,450.00 


613,202,519.12 


31,263,941.32 


12,285,503.34 


43,549,444.66 


569,653,074.46 


520,877, 127.80 


Land use rights 


473,959,485.12 


78, 181,584.00 


552,141,069. 12 


19,487,283.40 


11,776,657.92 


31,263,941.32 


520,877,127.80 


454,472,201.72 


Software 


70,195,990.99 


30,885, 727.29 


101,081,718.28 


15,323,555.54 


7 607,270.52 


22,930,826.06 


78, 150,892.22 


54,872,435.45 


Software 


45,583,515.76 


24,612,475,23 


70,195,990.99 


8,761 ,643.30 


6,561 ,912.24 


15,323,555.54 


54,872,435.45 


36,821,872.46 


Proprietary 
technology 


13,674,337.88 


620,563.77 


14,294 ,901.65 


2,571,517.43 


2,156,271.52 


4 727,788.95 


9,567,112.70 


11,102,820.45 


Proprietary 
technology 


3,225,848 .96 


10,448,488.92 


13,674,337.88 


2,061,317.17 


510,200.26 


2,571,517.43 


11,102,820.45 


1,164,531.79 


Total 


636,01 1,397.99 


92,567,741 .06 


728,579, 139.05 


49.159,014.29 


22,049,045.38 


71,208,059.67 


657,371 ,079.38 


586,852,383.70 


Total 


$22,768,849.84 


113,242,548.15 


636,011,397.99 


30,3 10,243.87 


18,848,770,42 


49,159,014.29 


586,852,383.70 


492,458,605.97 


CSR QINGDAO SIFANG CO., LTD. 

NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
31 December 2012 

Renminbi Yuan 


VI. 
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MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Deferred tax assets/liabilities 


Recognized deferred tax assets: 


2012 
Provisions of product warranties 39,072,202.27 
Provisions of technology licensing usage fees 17,259,797.55 
Other accrued liabilities and accrued expenses 13,467,083.45 
Government grants 4,047,894.61 
Others 3,483,069. 11 


Total 77,330,046.99 


2011 


31,459,611.85 
21,941,947.97 
18, 735,285.02 

4,991,045.70 


2,757,734.34 


79,885,624 .88 


The Group has recognized the deferred tax assets related to the above deductible temporary differences, 


because it is highly probable that future taxable profit will be available to be utilized. 


Recognized deferred tax liabilities: 


2012 
Changes in fair value of financial assets held for trading - 
Assets impairment provisions 
2012 
Opening Increase _ Decrease during the year _ 
balance = during the year Write-back Write-off 
Provisions for bad debts = $5,250,235.52 83,133,055. 11 - 962,338.60 


Provisions for inventories 39,134,899.89 51,900,576.68 158,729.49 - 


Oe LT 


ee ee 
——_——— OT i 


2011 
Opening Increase Decrease during the year 
balance = during the year Write-back Write-off 
Provisions for bad debts 54,765,612.51 1,071 ,827.92 587,204.9] - 


Provisions for inventories 17,684,139,32 21,885,965.48 435 204.9] - 


—_—_::-ee————_— — —Cr i Os sso SS ——— ee 


I 
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2011 


685,371.24 


Closing 
balance 


137,420,952.03 
90,876,747.08 


228,297,699. 1 | 


Closing 
balance 


55,250;233.52 


39,134,899.89 


94,385,135.41 
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14. 


MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Restricted ownership of assets 


2012 
Opening Increase Decrease Closing 
balance during the year during the year balance Note 
Pledged assets 
Cash and bank balances —113,079,217.99 - 62,102,647.99 50,976,570.00 Note! 
Trade receivables 200,000,000.00 - 200,000,000.00 - Note I 
313,079,217.99 - 262,102,647.99 50,976,570.00 
2011 
Opening Increase Decrease Closing 
balance during the year during the year balance Note 
Pledged assets 
Cash and bank balances 266,816,764,99 - 153,737,547.00 113,079,217.99 Note | 
Trade receivables - 200,000,000.00 -  200,000,000.00 Note II 
266,816,764.99 200,000,000.00 153,737,547.00 313,079,217.99 
Note I: Pledged cash and bank balances were as follows: 
2012 2011 
Guarantee deposit 50,976,570.00 113,079,217.99 


Note I]: As at 31 December 2012, there were no trade receivables being pledged (As at 3! December 
2011, there were pledged trade receivables amounted to RMB200,000,000.00). 


Short-term loans 


2012 2011 
Unsecured loans 1,200,000,000.00 
Pledged loans 200,000,000.00 


- 1,400,000,000.00 


As at 31 December 2012, the Group had repaid short-term loans lent in Jast year and no new short-term 
Joans lent in current year. As at 31 December 2011, certain bank loans of RMB1,200,000,000.00 in 
ageregate were lent by the Group through Unsecured loans, with terms of annual interest rates from 
5.71% to 7.22%, and certain bank loans of RMB200,000,000.00 were lent by the Group through 
pledged loans, with terms of annual interest rates at 6.71%, 
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MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Payroll and benefits payable 


2012 


Salaries, bonus and subsidies 


Employee welfare 


Social insurance 


include: 


1. Medical insurance 

2. Pension insurance 

3. Annuity 

4. Unemployment insurance 

5. Work-related injury 
insurance 

6. Maternity insurance 


Housing fund 


Labour union fee and employee 


education fee 


Others 


Total 


2011 


Salaries, bonus and subsidies 


Employee welfare 


Social insurance 


Include: 


1, Medical insurance 

2. Pension insurance 

3, Annuity 

4. Unemployment insurance 

5. Work-related injury 
insurance 

6. Maternity insurance 


Housing fund 


Labour union fee and employee 


education fee 


Others 


Total 


Opening 
balance 


1,752.65 


494.42 


1,258.23 


199,763.61 


1,920,000.00 


2,121,516.26 


Opening 
balance 


291,507.60 


2,240,000.00 


2,531,507.60 


45 


Increase during 
the year 


949.883,815.37 
59,788,090.05 
276, 126,463.68 
79,261,185.57 
137,444,38 1.65 
32,425,557.25 
[eg ee) ee 


7,444,462 .38 
6,272,885.12 
98,238,773.00 


33,501 ,664.46 


2,169,207.31 


1,419,708,013.12 


Increase during 
the year 


950,067,039.32 
58,674 ,277.53 
211,879,428.50 
64,190,294.74 
102,816,450.18 
24,869,086.18 
10,058,871.93 


4,964,640.81 
4,980,084 66 
76,571,540.82 


28,210,151.74 


] 920,000.00 


1 ,327,322,437.91 


Payment during 
the year 


938,503,193.29 
59,788,090.05 
276, 124,784.61 
79,260,386.57 
137,442,541.65 
32,425,557.25 
13,278,302.12 


7,444 370.38 
6,273,626.64 
98,238,773.00 


33,577, 142.23 


2,589,207.3] 


1 ,408,821,189.74 


Payment during 
the year 


950,067,039.32 
§8,674,277.53 
211,877,675.85 
64,190,294.74 
102,816,450.18 
24 869,086.18 
10,058,377.5] 


4,964,640.81 
4,978 826.43 
76,571 540.82 


28,301,895.73 


2,240,000,00 


1,327,732,429.25 


Closing 
balance 


11,380,622.08 


3,431.72 
799.00 
1,840.00 


184.01 


92.00 
$16.71 


124,285.84 


1,500,000.00 


13,008,339.64 


Closing 
balance 


1,752.65 


494.42 


1,258.23 


199,763.61 


1,920,000.00 


2,121,516.26 
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MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Taxes payable 


Value added tax 

Corporate income tax 

Business tax 

Property tax 

Individual income tax 

City construction and maintenance tax 
Educational surtax and surcharge 
Land use tax 

Stamp duty 


Local water conservancy construction funds 


Total 


Dividends payable 


CSR Corporation Limited 
Qingdao Ultimate Corporation Limited 


China Railway Materials Company Limited 


Guangzhou Zhongche Railway Sales & Leasing Co., Ltd. 
Fujian Ocean Eagle Economy & Trade Co., Ltd. 


Southwest Jiaotong University 
China Railway Science & Technology 


Development Company 


Total 


Non-current liabilities due within one year 


Accrued Nabilities due within one year 


Deferred income due within one year 


Total 


2012 


3,673,001.67 
22,986,099.91 
474,848.59 
3,668,004.20 
11,322,222. 16 
755,055.17 
$39,325.13 
2,009,595.75 
3,737,843.18 


97,281.40 


49,263,277.16 


2012 


12,480,000.06 
7,800,000.00 
3, 120,000.00 
2,496,000.00 
312,000.00 


93,600.00 


26,301 ,600.00 


2012 


228,710,091.26 


120,689,375.77 


349,399,467.03 


2011 


36,876,371.52 
110,395,647.95 
164,507.00 
5,536,042.56 
8,730,571.21 
14,957,575.96 
10,683,984.28 
3,218,656.35 
3,767,798.55 


2,142,181.89 


196,473,337.27 


2011 


14,976,000.00 
15,678,000.00 
3,744,000.00 
2,995,200.00 
679,281.58 


112,320.00 


38, 184,801.58 


2011 


139,388,303 .60 


96,931,192.36 


256,3 19,495.96 


As at 31 December 2012, deferred income due within one year was government grants, please refer to 
Note V1.34 for details; accrued liabilities due within one year, please refer to Note VI.21 for details. 
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ois 


MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Long-term loans 


Guaranteed loans 


Accrued liabitities 


Accrued expenditures of high-speed train 


Product warranties 


Less: Accrued liabilities due within one year 


The movement of accrued liabilities is disclosed as below: 


2012 


Accrued expenditures of 
high-speed train 
Product warranties 


Total 


2011 


Accrued expenditures of 
high-speed train 
Product warranties 


Total 


Opening 


balance 


98,670,000.00 


209,730,745.62 © 


308,400, 745.62 


Opening 
balance 


56, 128,421.89 


56,128,421.89 
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Increase during 
the year 


277,014,702.55 


277,014,702.55 


Increase during 
the year 


98,670,000.00 


354,359,718.74 


453,029,718.74 


2012 


8,246,453.43 


2012 


63,149, 707.63 


260,48 1,348.45 


323,63 1,056.08 


228,710,091 .26 


94 920,964.82 


Decrease during 
the year 


35,520,292.37 


226,264 ,099.72 


261,784,392.09 


Decrease during 
the year 


200,757,395.01 


200,757,395.01 


2011 


8,266,657.93 


2011 


98,670,000.00 


209,730,745.62 


308,400,745.62 


159,388,303.60 


149,012,442.02 


Closing 
balance 


63,149,707.63 
260,48 1,348.45 


323,63 1,056.08 


Closing 
balance 


98,670,000.00 
209,730,745.62 


308,400,745.62 
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24, 


24. 


MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Other non-current liabilities 


Deferred income 


Actuarial welfare 


2012 2011 


238,926,180.28 251,320,479.44 
3,020,792.69 5,190,000.00 


241,946,972.97 256,510,479.44 


As at 31 December 2012, deferred income related to government grants, please refer to Note VI.34 for 


details. 
Share capital 


The Company’s share capital is RMB4,003,794,05 1.00. 


2012 

Carrying balance 

CSR Corporation Limited 3,916,122,051.00 

Qingdao Ultimate Corporation Limited 41,600,000.00 

China Railway Materials Company Limited 26,000,000.00 

Guangzhou Zhongche Railway 

Sales & Leasing Co., Ltd. 10,400,000.00 

Fuyian Ocean Eagle Economy & Trade Co., Ltd. $320,000.00 

Southwest Jiaotong University 1,040,000.00 
China Railway Science & Technology 

Development Company 312,000.00 


Total 4,003 ,794,051.00 


Percentage 


97.81% 
1.04% 
0.65% 


0.25% 
0.21% 
0.03% 


0.01% 


100.00% 


2011 
Carrying balance Percentage 


3,069,592,020.00 97.23% 
41,600,000.00 1.32% 
26,000,000.00 0.82% 


10,400,000.00 0.33% 
§,320,000.00 0.26% 
] 040,000.00 0.03% 


312,000.00 0.01% 


3,157,264,020.00  100.00% 


This year, CSR Corporation Limited increase capital RMB1,171,260,000.00 to the Company, which 
credited to share capital RMB846,530,031.00 and credited to the share premium RMB324,729,969.00 
respectively. This capital increment was verified by Shandong Huide Accounting Firm through of 
(2012) Hui Suo Yan Zi NO.3-011 capital verification report on 10 August 2012. 


Capital reserve 


2012 Share premium Share-based 

payment 
Opening balance 351,933,820.00 1,106,315.56 
Increase during the year 324,729,969.00 4.877,795.63 
Closing balance 676,663,789.00 5,984,111.19 
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others total 


1,320,000.00 354,360,135.56 
- 329,607,764.63 


1,320,000.00 683,967,900.19 
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MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Capital reserve (continued) 


2011 Share premium 
Opening balance 318,485 463.00 
Increase during the year 33,448,357.00 
Closing balance 


Surplus reserves 


2012 


Statutory surplus reserves 
Discretionary surplus reserve 


Total 


2011 


Statutory surplus reserves 
Discretionary surplus reserve 


Total 


351,933 ,820.00 


Share-based 
payment 


1,106,315.56 


1,106,315.56 


149,715,491.87 


Opening 
balance 


337 636,637.09 


487,352, 128.96 


77,696,390.61 


271 233,513.70 


Opening 
balance 


193,557,123.07 


others 


1,320,000.00 


1,320,000.00 


Increase 
during the year 


160,612,540.50 


80,306,270.25 


240,918,810.75 


Increase 
during the year 


144,099,514.00 


72,019, 101.26 


216,118,615.26 


total 


319,805,463.00 


34,554,672.56 


354,360,135.56 


Closing 
balance 


498,249,177.59 


230,021,762.12 


728,270,939.71 


Closing 
balance 


337,636,637.09 


149,715,491.87 


487,352, 128.96 


In accordance with the Company Law of the PRC and the articles of association, the Company is 
required to allocate 10% of their profit after tax to the statutory surplus reserve until such reserve 
reaches 50% of the registered capital of these companies. 


The Company is authorized to allocate discretionary surplus reserve from profit after tax after the 
allocation of statutory surplus reserve. Upon the approval of the board, the discretionary surplus 
reserve can be used to cover losses or increase capital. 
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26. Retained earnings 


Retained earnings at beginning of year 


Net profit attributable to equity holders of the parent 


Less: Transfer to statutory surplus reserves 
Transfer to discretionary surplus reserve 
Cash dividend payable 
Others 


Retained earnings at end of year 


2012 


88,327,490.20 


1 ,608,557,862.15 


160,612,540.50 
80,306,270.25 
1,288,910,155.06 


167,056,386.54 


201 1 


164,756,442,24 
1,440,832,122.14 
144,099,514.00 
72,019,101.26 
1,301,111,803.18 
30,655.74 


88,327,490.20 


Profit available for distribution in respect of 2011 was allocated by RMB0.0278 (including tax) per 
share and a total of RMB87,771,939.76 payable to shareholders, which was approved by the 
Company’s shareholders at the annual general meeting held on 28 June 2012. Profit available for 
distribution in respect of 2012 was allocated by RMB0O.3 (including tax) per share and a total of 
RMB 1,201,138,215.30 planned to pay to shareholders, which was approved by the Company’s 
shareholders at the fourth extraordinary annual general meeting held on 16 December 2012, The 
Company allocated cash dividend RMB1,288,910,155.06 in aggregate in 2012. 


27. Revenue 


Revenue is stated as follows: 


Principal operating income 
Other operating income 


Total 


Sale of goods 
Rendering of services 
Lease income 

Others 


Total 


50 


2012 


24,000,678,295.55 


50,272,717.05 


24,050,95 1,012.60 


2012 


22,551,939,966.94 
1,472,232,259.96 
900,338.96 


25,878,446.74 


24,050,95 1,012.60 


2011 


23,932,652,584.06 


47,116,840.26 


23,979,769,424.32 


2011 


21,5905,175,973.51 
2,401,515,915.22 
845,000.00 


14,232,535,59 


23,979,769,424,32 
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28. Financial expenses 
2012 
Interest expenses 58,453,931.31 
Less: Interest income 67,603, 177.47 
Foreign exchange gain or loss, net ( 17,344,580.96) 
Others ( 4,488,708.23) 
Total ( 30,982,535,35) 
29. Assets impairment loss 
2012 
Provision for bad debts 83,133,055.11 
Provision for inventories 51,741,847.19 
Total 134,874,902.30 
30. Investment income/ (loss) 
2012 


Investment income/ (loss) of associates under the equity method ( 646,440.68) 


af. Non-operating tncome 
2012 
Government subsidies §4,551,515.75 
Import discount interest 3,3 13,100.00 
Gains on disposal of fixed assets 1,968,910.86 
Others 560,048.69 
Total 60,393,575.30 
Please refer to Note V1.34 for details of government subsidies. 
a2, Non-operating expenses 
2012 
Loss on disposal of non-current assets 4,200,551.26 
Public relief donation 350,000.00 
Expenditure of penalty, compensation and fine 2,050.00 
Others $56,093.39 


Total 5,108,694.65 


31 


2011 


132,647,489 3 | 
72,379,850.62 
21,365,364.99 


3,827,053.50 


85,460,057.18 


2011 


484,623.01 


21,450,760.57 


21,935,383.58 


2011 


3,352,814.28 


2011 


19,687,844.36 
11,622,200.32 
4,753,707.16 


345,881.57 


36,409,633.41 


2011 


350,000.00 
1,034,010.53 


1,384,010.53 
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33. Income tax expense 


Current income tax expense 


Deferred income tax expense 


Total 


Relationship between income tax and profit before tax: 


Profit before tax 


Tax at the statutory tax rate 

Effect of tax concessions 

Profits and losses attributable to associates 
Expenses not deductible for tax 

Others (note) 


Tax charge at the Group’s effective rate 


2012 


283,968,707.83 


1,870,206.65 


285,838,914.48 


1,892, 133,553.25 


473,033,388.31 

( 179,703,250.54) 
161,610.17 
40, 135,899.52 

( 47,788,732.98) 


285, 838,914.48 


2011 


232,101,408.25 
( 22,380,077.44) 


209,72 1,330.81 


1,650,553,452.95 


412,638,363.24 
( 138,847,995.49) 
(838,203.57) 

9,443,264.25 
( 72,674,097.62) 


209,721,330,81 


Note: Others were effect of additional deduction to research and development expenses that the Group 
developed new technology, new products and new techniques. 


34, Government grants 


Government grants related to assets 
Government grants related to income 


Total 


Among: 
Deferred income due within one year 


Deferred income due over one year 


52 


2012 


203 ,689,592.96 
155,925,963.09 


359,615,556.05 


120,689,375.77 
238,926, 180.28 


2011 


22), 500,27 lite 
120,946,380.08 


348,25 1,671.80 


96,93 1,192.36 
251,320,479.44 
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MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Government grants (continued) 


Movement details during the 2012 are as follows: 


Credited to 
profit and loss 


1,425,000.00 
4,862,673.96 


4,173,695.96 


4,057 ,547.80 


2,408,674.32 


§,535,412.55 


1,563,631 .68 


89,062.49 


12,637,902 .36 


1 204,481.00 
2,349, 145.31 
2,833, 154.93 


879,607.69 


793,719.00 


2,364,959.79 


2,079,733.20 


1,396,000.00 


280,000.00 


777 346.72 
2,839,766.99 


Decrease during the year 


Paid to 
project partner 


10,527,000.00 


12,935,300.00 


2, 183,700.00 


14,590,000.00 


2,806,000,00 


295,500.00 


Closing 
balance 


13,456,249.98 
13,529,714.10 


2,631,847.15 


20,423,313.10 


33,148 525.68 


45,034,684.80 


75,054 ,320.64 


410,937.51) 


59,341 ,941,05 


19,960,219.00 
10,220,854.69 
9,166,845,07 


8 420,000.00 


6,625,455.20 


4,105,864,88 


8,557,185.30 


7,257,101.30 


5,354,000.00 


6,920,000,00 


3,202,653,28 
6,793,843 32 


— Ce) ee eee | Se 


Opening Increase 
balance during 
the year 
Government grants related to assets: 
Appropriation of state key laboratory by 
the Ministry of Finance 14,881,249.98 - 
High-speed train localization project 18,392,388.06 - 
High-speed train information system 
of R&D and manufacture 6,805 543.11 - 
High-speed train subsidy of industrialization 
technological transformation 24 480,860.90 . 
Appropriation of three funds of 
technolagy by Science and Technology 
Bureau of Chengyang District 35,557 ,200.00 . 
Appropriation of three funds of technology 
by Science and Technology Bureau of 
Chengyang District-Hallow shaft 50,570,097,35 - 
Subsidies of ten services by Beichen 
district, Tianjin government 76,617 ,952,32 - 
Others - 500,000.00 
Government grants related to income: 
Common base and system integration subject 70,306,843.41 12,200,000.00 
High-speed train key technology af pedigree 
of module Construction and integrated 
design for China State 863 projects - 34,160,000,00 
High-speed train key technical research - 12,570,000,00 
Official high-speed train key technical research - 12,000,000,00 
High-speed train integrated platform construction 
of design and manufacture and typical models 
development for State 863 projects - 8,420,000,00 
High-speed bogie subject 6,285 ,062,89 1 220,000.00 
High-speed train reliability of key materials 
and components subject 4,953 ,283,88 2,130,000.00 
High-speed body technology subject 10,362 ,645.09 559,500.00 
Traction drive system of high-speed train 
based on permanent magnet motor for 
State 863 prajects 6,926,834.50 17,000,600.00 
Key technical research and prototype 
development for intelligent high-speed train 3,900,000.00 2,850,000.00 
Key technical research of bogie and equipment 
development for higher-speed train 7,000,000.00 3,000,000.00 
Local government award 3,040,000.00 940,000.00 
Others 8,171,710.31 1,757,400.00 
348,251,671.80 109,246,900.00 
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34. 


MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Government grants (continued) 


Movement details during the 2011 are as follows: 


Opening Increase _—s=_—“Deecreaseduringthe year Closing 
balance during Credited to Paid to balance 
the year profitandloss project partner 
Government grants related to assets: 
Appropriation of state key laboratory by 
the Ministry of Finance of PRC 15,000,000.00 - 118,750,02 - 14,881,249,98 
High-speed train localization project 23,255 062.01 - 4 862,673.95 - 18,392,388.06 
High-speed train information system 
of R&D and manufacture 7,350 ,000.00 - 544,456.89 - 6,805,543.11 
High-speed train subsidy of industrialization 
technological transformation 24,900,000.00 - 419,139.10 -  24,480,860.90 
Appropriation of three funds of 
technology by Science and Technology 
Bureau of Chengyang District 35,557 ,200.00 - - -  35,557,200,00 
Appropnation of three funds of technology 
by Science and Technology Bureau of 
Chengyang District-Hollow shaft - 50,867 ,400.00 297,302.65 -  50,570,097.35 
Subsidies of ten services by Beichen 
district, Tianjin government - 78,181,584.00 1,563,63 1.68 - 76,617,952.32 
Government grants related to income: 
Common base and system integration subject 81,828,299.31 29,260 ,000,00 8,400,455.90  32,381,000.00 70,306,843.41 
High-speed bogie subject 7,942,598.00 - 1,657,535.11 - 6,285,062,89 
High-speed train reliability of key materials 
and components subject 7,019 ,367.84 4 920,000.00 434,983.96 6,551,100,00 4,953,283.88 
High-speed body technology subject 8,84 1,605.00 1,678,500.00 157,459.91] - 10,362,645.09 
Traction drive system of high-speed train 
based on permanent magnet motor for 
China State 863 projects - 63,750,000.00 73,165.50  56,750,000.00 6,926,834.50 
Key technical research and prototype 
development for intelligent high-speed train - 3,900,000.00 - - 3,900,000.00 
Key technical research of bogie and equipment 
development for higher-speed train - 7,000,000.00 - - 7,000,000,00 
Local government award - 3,201,060.00 161,000.00 - 3,040,000.00 
Others 7,510,000.00 2,990,000.00 997,289.69 1,331 ,000.00 8,171,740.31 
219,204,132.16  245,748,484.00 19,687 844.36  97,013,100.00 348,251,671.80 


ITT nt 
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VI. MAJOR NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


35, Cash flows from operating activities 


Reconciltation of net profit to cash flows from operating activities 


Net profit 


Add: Assets impairment loss 
Depreciation of fixed assets 
Amortization of intangible assets 
Loss/ (income) on disposal of fixed assets, 

intangible assets and other long-term assets 

Financial expenses 
Investment loss/ (income) 
Loss/ (income) on fair value changes 
Decrease/ (increase) in deferred tax assets 
Increase/ (decrease) in deferred tax liabilities 
Increase in inventories 
Increase in receivables from operating activities 
Increase in payables from operating activities 
Share-based payment 


Net cash flows from operating activities 
36. Cash and cash equivalents 
Cash 


Including: Cash on hand 
Bank deposit without restriction 


Closing balance of cash and cash equivalents 


aD 


2012 
1,606,294,638.76 


134,874,902.30 
378,823,03 t.26 
22,049,045.38 


2,23 1,640.40 
17,462,761 ,22 
646,440.68 
4,569,141.62 
2,909;571 1 09 


( 685,371.24) 
( 521,900,450.75) 
( 1,915,337,949.48) 


1,685,332,392.31 


4,877,795,63 


1,421,793,595.98 


2012 


1,715,417,543.61 
95,961.61 


1,715,321,582.00 


1,715,457,543.61 


( 


( 


2011 
1,440,832, 122.14 


21,935,383.58 
305,532,160.65 
18,848,770.42 


4,753,707.16) 
154,012,854.30 
3,352,814.28) 
4,569, 141.62) 
23,065,448.69) 
685,371.24 
1,743,627, 178.37) 


( 1,228,776,976.15) 


2,098,612,756.20 


1,106,315.56 


1,033,420,467.82 


2011 


2,460,026,882.80 
166,872.86 


2,459,860,009.94 


2,460,026,882.80 
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VII. 


1. 


SEGMENT REPORTING 


Operating segments 


That over 85% revenue of the Group this year comes from high-speed train production, urban rail 
transit production and related supporting business, so operating segment information is not presented, 


Corporate information 
Product and service information 


Revenue from externa] customers 


Sales of high-speed train 

Sales of Aluminum ingots 

Sales of urban rail transit 

Repair of high-speed train 

Sales of high-speed train accessories 
Sales of passenger train 

Sales of passenger train accessories 
Sales of materials 

Others 


Geographical information 


Revenue from external customers 


Mainland China 
Turkmenistan 
Sri Lanka 
Singapore 


2012 


14,098, 802,163.98 
2,522,826,929.71 
2,319, 169,706.09 
1,436,664,274.53 
2,580,205,561.50 

439,847,863.34 
26,062,808.58 
395,928,066.12 


231 ,443,638.75 


24,050,95 1,012.60 


2012 
23,413,687,316.76 


637,263,695.84 


24,050,95 1,012.60 


2011 
16,744, 166,420.35 


3,227,821,639.48 
2,339,060,017.23 
877,619,182.78 
271,511,964.68 
21,918,306.35 
280,737,339.9 1 

2 16,934,553.54 


23,979, 769,424.32 


2011 


22,360,830,274.90 
274, 796,393.27 


1,344, 142,756.15 


23,979,769,424.32 


The revenue information from continuing operations above is based on the location of the customers. 


Non-current assets 


Mainland China 


2012 


4,162,691,258.88 


2011 


4,.213,418,615.76 


The non-current asset information from continuing operations above is based on the location of assets 
and excludes financial instruments and deferred tax assets. 


Major customer information 


Revenue RMB17,674,637,378.69 was derived from sales to Ministry of Railways of PRC including all 
known entities under this client control (2011: RMB20,013,871,261.00). 
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VIII. 


l. 


RELATED PARTY RELATIONSHIPS AND TRANSACTIONS 


Definition of related parties 


Related parties comprise a party which, directly or indirectly through one or more intermediaries, (i) 
controls, is controlled by, or is under common control with, the Company; (i1) has an interest in the 
Company that gives it significant influence over the Company; or (lii} has joint control over the 


Company. 


Related parties do not comprise a party which have no other related party relationships but is only 


under controls with the state. 


Parent company and subsidiary 


Name of parent Registered Business 
company Place nature 
Locomotive, rolling 

CSR Corporation and accessories 
Limited Beijing manufacturing 


Equity Voting Registered 
interest held rights held capital 
97.81% 97.81% 13,803,000,000.00 


The ultimate parent company of the Company is CSR Group. 


The details of the subsidiaries of the Company are stated in Note V to the financial statements. 
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VIII. 


RELATED PARTY RELATIONSHIPS AND TRANSACTIONS (CONTINUED) 


Other related parties 


CSR Corporation Limited 

CSR Sifang Co., Ltd. 

Shijiazhuang King Transportation Equipment Co., Ltd. 

CSR Zhuzhou Electric Co., Ltd. 

Qingdao Stfang Rollingstock Casting & Forging Co.,Ltd. 

CSR Luoyang Locomotive Co., Ltd. 

CSR (Hong Kong) Co., Ltd. 

CSR Chengdu Locomotive & Rolling Stock Co., Ltd. 

Qingdao Siji Renewable Resources Co., Ltd. 

Beijing Beijiufang Technology & Trade Co., Ltd. 

Sichuan Braking technology Stock Co., Ltd. 

Nanjing Puzhen Entien Railway Bearing Co., Ltd. 

Ziyang CSR Transmission Co., Ltd. 

Qingdao Sifang Stock Repairment Co., Ltd. 

CSR Nanjing Puzhen Rolling Stock Co., Ltd. 

CSR Investment & Leasing Co., Ltd. 

Zhuzhou Times New Material Technology Co., Ltd. 

Nanjing Puzhen Haitai Braking equipment Co., Ltd. 

Zhuzhou Times Equipment Technology Co., Ltd. 

Qingdao CSR Logistics Co., Ltd. 

Ziyang Chenfeng Electric Co., Ltd. 

CSR Zhuzhou Electric Locomotive Co., Ltd. 

CSR Changzhou Tech-Mark Industrial Co., Ltd. 

CSR Qishuyan Locomotive & Rolling Stock Technology 
Research Institute Co., Ltd. 


Related party relationship 


Parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 


Company controlled by parent company 
Company controlled by parent company 


Changzhou Langrui Kaierbi Damping Technology Co., Ltd. 
Zhuzhou CSR Times Electric Co., Ltd. 

Tianjin CSR Wind Energy Equipment Technology Co., Ltd. 
Tianjin CSR Wind & Electricity Blade Project Co., Ltd. 
Bombardier Sifang (Qingdao) Transportation Ltd. 
Changzhou Langrui Dongyang Transmission Technology Co., Ltd. Jointly-controlled entities of parent company 
Qingdao Sifang Kawasaki Rolling Stock Technology Co., Ltd. Associate 


Company controlled by parent company 
Company controlled by parent company 
Company controlled by parent company 
Jointly-controlled entities of parent company 
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VIII. 


RELATED PARTY RELATIONSHIPS AND TRANSACTIONS (CONTINUED) 


4. The significant transactions carried out between the Group and its related parties 


(1} Sales of products to related parties 


(2 


ee 


Note I Amount of 2012 


CSR Sifang Co., Ltd. 12,911,928.63 


Qingdao CSR Logistics Co., Ltd, 502,327.51 
Qingdao Siji Renewable Resources Co., Ltd. 2,228,437.98 
Qingdao Sifang Stock Repairment Co., Ltd. 
Shijiazhuang King Transportation Equipment Co., Ltd. 50,941.95 
Bombardier Sifang (Qingdao) Transportation Ltd. 313,851,356.23 
CSR Nanjing Puzhen Rolling Stock Co., Ltd. 9,288,712.10 
Tianjin CSR Wind Energy Equipment TechnologyCo., Ltd. 347,315.70 
Tianjin CSR Wind & Electricity Blade Project Co., Ltd. 878,963.49 
Zhuzhou Times New Material Technology Co., Ltd. 10,701.40 
CSR Changzhou Tech-Mark Industrial Co., Ltd. 274,486.33 


340,345,171.32 


Purchases of products from related parties 


Note II Amount of 2012 


574,554,985.5} 
109,916,529.72 
1,956,293,590.98 


CSR Sifang Co., Ltd. 

Qingdao CSR Logistics Co., Ltd. 
Zhuzhou CSR Times Electric Co., Ltd. 
Zhuzhou Times New Material Technology Co., Ltd. 16,957,26 1.44 
CSR Zhuzhou Electric Locomotive Co., Ltd. 11,239,320.56 
Beijing Beijiufang Technology & Trade Co., Ltd. " 
CSR Zhuzhou Electric Co., Ltd. 443 338,513.01 


Ziyang Chenfeng Electric Co., Ltd. 38,053,990.68 
Sichuan Braking technology Stock Co., Ltd. 750,682.91 
CSR Nanjing Puzhen Rolling Stock Co., Ltd. 277,739.82 


Nanjing Puzhen Haitai Braking equipment Co., Ltd. 591,025,867.85 

CSR Qishuyan Locomotive & Rolling Stock Technology 
Research Institute Co., Ltd. 

CSR Changzhou Tech-Mark Industrial Co., Ltd. 

Changzhou Langrui Kaierbi Damping Technology Co., Ltd. 


CSR Investment & Leasing Co., Ltd. 


375,546,08 1.81 
65,868,409.90 
321,300,584.20 
16,054,503.82 


Shijiazhuang King Transportation Equipment Co., Ltd. 184,070,694.45 
Ziyang CSR Transmission Co., Ltd. 2,479,500.00 
Qingdao Sifang Stock Repairment Co., Ltd. 98,740.00 
Zhuzhou Times Equipment Technology Co., Ltd. 694,718.80 
CSR Chengdu Locomotive & Rolling Stock Co., Ltd. 17,810,256.4] 
Qingdao Sifang Rollingstock Casting & Forging Co.,Ltd. 6,130,878.21 
CSR Luoyang Locomotive Co., Ltd. 10,917,435,90 
CSR (Hong Kong) Co., Ltd. 430,676.00 


4,743,8 10,961.98 


a” 


Amount of 2011 


55,287,939 20 
314,234.93 
1,385,874.00 
1,780,439.06 
63,971.60 
119,668,526.53 
1,410,423.71 


179,91 1,007.08 


Amount of 201] 


456,226,389.99 
118,774,933.46 
2,687 826,699.24 
12,376, 186.37 
29,700,298.72 
281,196.58 

] ,035,672,447.76 
49,986,974.59 


730,723,212.35 


373,106,137,10 
170,291,827,22 
319,824,497,97 
26,137,584.04 
583 026,217.83 
522,000.00 
21,336,221.00 


2,83 1,922.25 
10,597,948.72 


6,629,241,895.19 
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VII. RELATED PARTY RELATIONSHIPS AND TRANSACTIONS (CONTINUED) 


4, The significant transactions carried out between the Group and its related parties (continued) 


(3) Other primary related parties transactions 


Note Amount of 2012 Amount of 2011 


Receiving services (3){a) 50,625,540.47 56,581,145.68 
Providing services 6,772,756.73 4,860,338.46 
interest expenses - 5,290,549.00 
[Interest income (3)(b) 36,920,781.81 37,313,714.36 
Accepting guarantees 8 246,453.43 8,266,657.93 
Leasing in of fixed assets 13,860,000.00 13,860,000.00 
Leasing out of fixed assets 600,000.00 600,000.00 
Disposal of fixed assets 619,393.08 §,600,359.18 
The key management personnel awarded 

the equity incentive shares (3){c} 1,391,400.00 1,391,400.00 

Note: 


(1) 


(2) 


(3) 
(a) 


Sales of products to related parties 


The Group sells high-speed train accessories and passenger train accessories etc. to the related 
parties above according to the mutually agreed price. 


purchase of products from related parties 


The Group purchases high-speed train accessories and passenger train accessories etc. from the 
related parties above according to the mutually agreed price. 


Other primary related parties transactions 


During the period, CSR Corporation Limited received RMB48,000,000.00 for providing 
management consulting service to the Group according to the mutually agreed prices, and Qingdao 
CSR Logistics Co., Ltd. received RMB2,625,540.47 for providing transportation and packaging 
service to the Group according to the mutually agreed prices (2011: CSR Corporation Limited 
received RMB29,781,145.68 for providing test R&D service to the Group according to the 
mutually agreed prices, and CSR Corporation Limited received RMB26,800,000.00 for providing 
export agent service to the Group according to the mutually agreed price). 
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VII. 


RELATED PARTY RELATIONSHIPS AND TRANSACTIONS (CONTINUED) 


The significant transactions carried out between the Group and its related parties (continued) 


(b) During the period, interest income of providing funds to CSR Corporation Limited is 
RMB36,920,781.81 (201 t: RMB37,313,714.36) according to the mutually agreed interest rate. 


(c} During the period, partial key management personnel of the Group were conferred 1,391,400 
shares of CSR Corporation Limited A stock option by the parent company. The value of the stock 
option was RMB1,251,022.00 (2011: The value of the stock option was RMB608,093.33). 


4, 

Note (continued): 

(3) Other primary related parties transactions (continued) 
= The commitment of the Group with related parties 


As at the date of balance sheet, that the commitments already signed the contract but not necessary to 
be disclosed on financial statement with related parties are presented below: 


Purchases of products from related parties 


CSR Sifang Co., Ltd. 

Zhuzhou CSR Times Electric Co., Ltd. 

Zhuzhou Times New Material Technology Co., Ltd. 

CSR Zhuzhou Electric Locomotive Co., Ltd. 

CSR Zhuzhou Electric Co., Ltd. 

Ziyang Chenfeng Electric Co., Ltd. 

Nanjing Puzhen Haitai Braking equipment Co., Ltd. 

CSR Qishuyan Locomotive & Rolling Stock Technology 
Research Institute Co., Ltd. 

CSR Changzhou Tech-Mark Industrial Co., Ltd. 


Changzhou Langrui Kaierbi Damping Technology Co., Ltd. 


CSR Investment & Leasing Co., Ltd. 
Shijiazhuang King Transportation Equipment Co., Ltd. 
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2012 


41,137,968.52 
186,820,039.41 
5,057,425.05 
139,316.24 
26,846,539.30 
4,087,381.18 
156,717,474.97 


119,034,603.27 
52,562,548.01 
78,621,955.23 
846,614.65 


18,090, 185.38 


689,962,051.21 


2011 


1,806,760,000.00 


- 


351,680,000.00 
42,055,000.00 


276,108,000.00 


127,027,200.00 


2,603,630,200.00 
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VITL. 


6. 


RELATED PARTY RELATIONSHIPS AND TRANSACTIONS (CONTINUED) 


Receivable from/payable to related parties 


Trade receivables: 
Qingdao Sifang Stock Repairment Co., Ltd. 
CSR Nanjing Puzhen Rolling Stock Co., Ltd. 


Qingdao Sifang Kawasaki Rolling Stock Technology Co., Ltd. 


Tianjin CSR Wind Energy Equipment Technology Co., Ltd. 
CSR Sifang Co., Ltd. 

Shijiazhuang King Transportation Equipment Co., Ltd. 
CSR Changzhou Tech-Mark Industrial Co., Ltd. 

Tianjin CSR Wind & Electricity Blade Project Co., Ltd. 
CSR Investment Management Co., Ltd. 


Other receivables: 
CSR Corporation Limited 


Prepayments: 
Zhuzhou CSR Times Electric Co., Ltd. 
CSR (Hong Kong) Co., Ltd. 


Accounts payable: 


Qingdao Sifang Kawasaki Rolling Stock Technology Co., Ltd. 


CSR Sifang Co., Ltd. 

Qingdao CSR Logistics Co., Ltd. 

Zhuzhou CSR Times Electric Co., Ltd. 

Zhuzhou Times Electric Technology Co., Ltd. 

Zhuzhou Times New Material Technology Co., Ltd. 

CSR Zhuzhou Electric Locomotive Co., Ltd. 

Beijing Beijiufang Technology & Trade Co., Ltd. 

CSR Zhuzhou Electric Co., Ltd. 

CSR Chengdu Locomotive & Rolling Stock Co., Ltd. 

Ziyang Chenfeng Electric Co., Ltd. 

Nanjing Puzhen Haitai Braking equipment Co., Ltd. 

Nanjing Puzhen Entien Railway Bearing Co., Ltd. 

CSR Qishuyan Locomotive & Rolling Stock Technology 
Research Institute Co., Ltd. 

CSR Changzhou Tech-Mark Industrial Co., Ltd. 

Changzhou Langrui Kaierbi Damping Technology Co., Ltd. 

CSR Investment & Leasing Co., Ltd. 
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2012 


295,697.62 
347,891,954.81 
181,202.08 
370,462.00 
33,600.00 
321,149.00 
1,028,387.29 


350,122,452.80 


3,008,883,307.43 


497,100.00 


2,393,215.95 


2,890,3 15.95 


211,937,721.89 
41,212,912.53 
635,650, 112,06 
5,347,119.36 
12,920,668.21 
10,036.33 
231,430,235,32 
3,323,422.95 
12,792,102.72 
200,086,666.18 


102,658,801.28 
76,032,68 1.40 
150,295,209.61 
5,483,936.49 


2011 


1,688,000.00 
11,700.00 
1,640,771.26 


2,670,000.00 


6,010,47 1.26 


2,927,055,553.40 


4,698, 186.15 


4,698, 186.15 


2,400,000,00 
70,256,576.67 
27,899,325.30 
399,874,842.17 
350,000.00 
1,892,020.78 
18,282,760.51 
330,036.33 
228,87 1,223.19 
8,422.95 
14,110,912.15 
150,747,396.50 
38,800.00 


93,116,601.19 
55,247,847.16 
85,603,395.79 

8,346,961.69 
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RELATED PARTY RELATIONSHIPS AND TRANSACTIONS (CONTINUED) 


Receivable from/payable to related parties (continued) 


Accounts payable (continued): 

Shijiazhuang King Transportation Equipment Co., Ltd. 
Qingdao Sifang Rollingstock Casting & Forging Co., Ltd. 
Sichuan Braking technology Stock Co., Ltd. 

Ziyang CSR Transmission Co., Ltd. 

CSR Luoyang Locomotive Co., Ltd. 


Bills payable: 

Ziyang Chenfeng Electric Co., Ltd. 

Zhuzhou CSR Times Electric Co., Ltd. 

CSR Zhuzhou Electric Co., Ltd. 

Nanjing Puzhen Haitai Braking equipment Co., Ltd. 

CSR Qishuyan Locomotive & Rolling Stock Technology 
Research Institute Co., Ltd. 

Zhuzhou Times New Material Technology Co., Ltd. 


Changzhou Langrui Kaierbi Damping Technology Co., Ltd. 


CSR Changzhou Tech-Mark Industrial Co., Ltd. 
Shijiazhuang King Transportation Equipment Co., Ltd. 
CSR Investment & Leasing Co., Ltd. 

CSR Luoyang Locomotive Co., Ltd. 

CSR Sifang Co., Ltd. 

Qingdao CSR Logistics Co., Ltd. 

CSR Chengdu Locomotive & Rolling Stock Co., Ltd. 
Qingdao Sifang Rollingstock Casting & Forging Co., Ltd. 
Ziyang CSR Transmission Co., Ltd. 

Qingdao Sifang Stock Repairment Co., Ltd. 
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20TZ 


120,994, 136.41 
1,883,105.10 
120,489.00 
141,755.00 


1,834,500.00 


1,814,155,611.84 


3,500,000.00 

3 18,900,000.00 
100,000,000.00 
58,000,000.00 


98,700,000.00 
1,100,000.00 
39,600,000.00 
6,700,000.00 
25,000,000.00 
15,000,000.00 
750,000.00 
51,060,000.00 
9,800,000.00 
3,150,000.00 
1,300,000,00 
600,000.00 


733,160,000.00 


2011 


119,135,852.24 
1,358,073.59 
2,190.00 
610,740.00 


5,509,600.00 


1,283,993 578.21 


1,900,000.00 
380,000,000.00 
121,500,000.00 
35,000,000.00 


41,700,000.00 
13,550,000,00 
10,300,000.00 
75,900,000.00 
3,700,000.00 
540,000.00 
39,170,000.00 
11,670,000.00 


3,540,000.00 


738,470,000.00 
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VIII. 


RELATED PARTY RELATIONSHIPS AND TRANSACTIONS (CONTINUED) 


Receivable from/payable to related parties (continued) 


Other payables: 

CSR Corporation Limited 

CSR Sifang Co., Ltd. 

Nanjing Puzhen Haitai Braking equipment Co., Ltd. 

Qingdao CSR Logistics Co,, Ltd. 

Zhuzhou CSR Times Electric Co., Ltd. 

Shijiazhuang King Transportation Equipment Co., Ltd, 

Zhuzhou Times New Material Technology Co., Ltd. 

CSR Chengdu Locomotive & Rolling Stock Co., Ltd. 

CSR Changzhou Tech-Mark Industrial Co., Ltd. 

CSR Qishuyan Locomotive & Rolling Stock Technology 
Research Institute Co,, Ltd. 

CSR Zhuzhou Electric Co., Ltd. 


Advance from customers: 
Bombardier Sifang (Qingdao) Transportation Ltd. 
CSR Nanjing Puzhen Rolling Stock Co., Ltd. 


2012 


4,123,530.91 
1,829,000.00 
459,903.92 
8,825,000.00 
2,423,700.00 
1,092,000.00 
44,880.00 
1,348,200.00 


100,000.00 


3,700,000.00 


23,946,2 14.83 


487,442.00 


487,442.00 


2011 


101,260,000.00 
7,748,280.91 
530,000.00 
345,331.16 
7,330,550.00 
137,000.00 


3,800,000.00 


121,171,162.07 


13,740,997 .13 


13,740,997.13 


Accounts payable and receivable are non-interest bearing and unsecured, excluding other receivable 
from CSR Corporation Limited which annual interest rate is from 0.5% to 1.31%. The term of trade 
receivables and payable complies with trade clauses, otherwise have no fixed terms of payment. 
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IX. 


Xl. 


CONTINGENCIES 


As at the balance sheet date, the Group has no contingencies that need to be disclosed. 


LEASING ARRANGEMENT 


As lesser 


See Note VI.9 for details of the fixed assets of operating lease. 


As lessee 


Significant operating lease: According to lease contract signed with lesser, minimal payment of 


irrevocable lease is as follows: 


Within one year, inclusive 
One year to two years, inclusive 
Two years to three years, inclusive 


COMMITMENTS 


Capital commitments: 
Contracted, but not provided for 


Investment commitments: 
Contracted, but not contributed 
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2012 


13,860,000.00 
13,860,000,00 


- 


27,720,000,00 


2012 


14,540,561.00 


2011 


13,860,000.00 
£3,860,000.00 


13,860,000.00 


41,580,000.00 


2011 


49,728,819.50 


104,000,000.00 


CSR QINGDAO SIFANG CO., LTD. 

NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
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Renminbi Yuan 


XI. 


FINANCIAL INSTRUMENT AND RISKS 

The Group’s principa] financial instruments comprise bank borrowings, other interest-bearing 
borrowings and cash and bank balances. The main purpose of these financial instruments is to raise 
finance for the Group’s operations. The Group has various other financia! assets and liabilities such as 
trade receivables and accounts payable, which arise directly from its operations. 


The main risks arising from the Group’s financial instruments are credit risk, liquidity risk and market 
risk. 


Classification of financial instruments 


The carrying amounts of each of the categories of financial instruments as at the balance sheet date are 
as follows: 


2012 


Financial assets 
Loans and receivables 


Cash and bank balances 1,766,394,113.61 
Bills receivable 210,500,000.00 
Trade receivables 5,153,224,324.87 
Other receivables 3,185,440,111.20 

10,3 15,558,549.68 


Financia} liabilities 
Other financial liabilities 


Bills payable 2,185,928,509.3 1 
Accounts payable 10,151,965,742.20 
Dividends payable 26,301,600.00 
Other payables 414,482,511.17 
Long-term loans 8,246,453.43 


12,786,924,816.11 
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FINANCIAL INSTRUMENT AND RISKS (CONTINUED) 


Classification of financial instruments (continued) 


2011 


Financial assets 


Cash and bank balances 
Financial assets held for trading 
Trade receivables 

Other receivables 


Financtal liabilities 


Short-term loans 


Financial assets 
at fair value through 
profit and loss 


4,369, 141.62 


4,569,141.62 


Loans and 
receivables 


2,573, 106,100.79 


3,206,309,623.58 


3,218,766,897.56 


8,998, 182,621.93 


Total 


2,573, 106,100.79 
4,569,141.62 
3,206,309,623.58 


3,218,766,897.56 


9,002,75 1,763.55 


Other financial liabilities 


1,400,000,000.00 


Bills payable 1,909,595,829.00 
Account payable 7,000,868 ,084.44 
Dividends payable 38, 184,801.58 
Other payables 529,084,450.86 
Long-term loans 8,266,657.93 


10,885,999,823.8 1 


Credit risk 


Credit risk is the risk that one party to a financia! instrument will cause a financial loss for the other 
party by failing to discharge an obligation. 


The Group trades only with recognized and creditworthy third parties. It is the Group’s policy that all 
customers who wish to trade on credit terms are subject to credit verification procedures. In addition, 
trade receivables and bills receivable balances are monitored on an ongoing basis and the Group’s 
exposure to bad debts is not significant. For transactions that are not denominated in the functional 
currency of the relevant operating unit, the Group does not offer credit terms without the specific 
approval of the Head of Credit Control. 


With respect to credit risk arising from the other major financial assets of the Group, which comprise 
cash and bank balances, other receivables and some derivative instruments, the Group’s exposure to 
credit risk arises from default of the counterparties, with a maximum exposure equal to the carrying 
amounts of these instruments. 
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XH. 


FINANCIAL INSTRUMENT AND RISKS (CONTINUED) 


Credit risk (continued) 


Since the Group trades only with recognized and creditworthy third parties, there is no requirement for 
collateral. Concentrations of credit risk are managed by customers. As at 31 December 2012, the Group 
has certain concentrations of credit risk as 64.28% (31 December 2011: 73.16%) and 79.90% (31 
December 2011: 83.46%) of the Group’s trade receivables were due from the Group’s largest customer 
and five largest customers. The Group has no collateral for balance of trade receivables or other credit 


enhancement. 


Further quantitative data in respect of the Group’s exposure to credit risk arising from bills receivable, 
trade receivables and other receivables are disclosed in Notes VI.2 and V1.3 and VI.5 to the financial 


statement, 


As at 31 December, the ageing analysis of the Group’s financial assets that are not considered to be 


impaired is as follows: 


2012 


Total 
Bills receivable 210,500,000.00 
Trade receivables 4,715,520,030.60 
Other receivables 3,176,692,904.15 


8,102,712,934.75 


2011 


Total 


Trade receivables 3,109,820,591.61 
Other receivables 3,217,543,097.56 
Financial assets 


held for trading 4,569,141.62 


6,33 1,932,830.79 


Over due 
Not overdue and Within Six months Over 
not impaired six months to one year one year 


210,500,000.00 - - - 
4,171,976,700.49 189,943,330.11 353,600,000.00 - 
3,174,974,279.62 = 1,718,624.53 - - 


ee eG deere a a ar 


Over due 
Not overdue and Within Six months Over 
not impaired six months to one year One year 
2,702,743,800.23 404,406,791.38 - 2,670,000.00 


2,937,383,299.43  72,858,138.86 207,301,659.27 - 


4,569,141.62 - - - 


OE —— ee or 


ET ee 
rer 
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FINANCIAL INSTRUMENT AND RISKS (CONTINUED) 
Credit risk (continued) 


As at 31 December 2012, the Group’s trade receivables that are not overdue and considered to be 
impaired were mainly related to Ministry of Railways of PRC, which is the largest client of the Group. 
This client is Government department and has no default in history. Other receivables that are not 
overdue and considered to be impaired are mainly related to CSR Corporation Limited, which is the 
parent company of the Company. 


As at 3] December 2012, the Group’s trade receivables that are overdue but not considered to be 
impaired were mainly related to time delay between some separate subordinate units of Ministry of 
Railways of PRC paid first to Ministry of Railways and then paid to the Group by the way of unified 
settlement. Based on past experience, the directors of the Group are of the opinion that no provision for 
impairment is necessary in respect of these balances as there has not been significant change in credit 
quality and the balances are still considered fully recoverable. The Group’s other receivables that are 
overdue but not considered to be impaired were mainly related to CSR Corporation Limited, which is 
the parent of the Company. 


Liquidity risk 


Liquidity risk is the risk of fund shortage that an entity will encounter difficulty in meeting obligations 
associated with financial liabilities. 


The Group applies a planning tool of liquidity circulation to manage liquidity risk of fund shortage, 
which takes both maternity of financial instruments and estimated operating cash flow of the Group 
into consideration. 


The Group's objective is to maintain a balance between continuity of funding and flexibility through 
the use of bank loans and other interest-bearing loans. 


The maturity profile of the Group's financial assets and liabilities as at the end of the reporting period, 
based on the contractual undiscounted payments, is as follows: 


2012 


Financial assets 


One tothree Three months One year to Over 

months toone year five years five years Total 

Cash and bank 
balances 1,715,417,543.61 50,976,570.00 - -  1,766,394,113.61 
Bills receivable 90,500,000.00 120,000,000.00 - - 210,500,000.00 
Trade receivables  5,153,224,324.87 - - - §,153,224,324.87 
Other receivables 3,185,440,111.20 - - - 3,185,440,111.20 
10,144,581,979.68 | 170,976,570.00 - - 10,315,558,549.68 
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FINANCIAL INSTRUMENT AND RISKS (CONTINUED) 


Liquidity risk (continued) 
2012 (continued) 
Financial liabilities 


One to Three months 
three months to one year 


Bills payable 2,145,928,509.3 1 40,000,000.00 
Account payable 10,151,965,742,20 - 


Other payable 414,482,511.17 - 
Dividends payable 26,301,600.00 - 
Long-term loans - 16,492.91 


12,738,678,362.68  40,016,492.91 


2011 


Financial assets 


One to Three months 
three months to one year 
Cash and bank 
balances 2,460,026,882.80  113,079,217,99 
Financial assets 
held for trading - 4,569, 141.62 


Trade receivables 3,206,309,623.58 - 


Other receivables 3,218,766,897.56 - 


NE 


8,885,103,403.94  117,648,359.61 


—_—S—. $$ — i —-— — COerrn- “a a 
CE 


Financial liabilities 


One year to 
five years 


66,302.15 


66,302.15 


One year to 
five years 


One to Three months One year to 


three months to one year 


Short-term loans 213,420,000.00 1,285,280,000.00 
Bills payable 1,628.527,279.00 281,068,550.00 
Account payable 7,000,868,084.44 - 


Other payable 529,084,450.86 - 
Dividends payable 38,184,801.58 - 
Long-term Joans - 16,533.32 


five years 


66,464.59 


Over 
five years 


8,534,224.62 


8,534,224.62 


Over 
five years 


Over 
five years 


8,589,721.27 


a ie ee ee 


9,410,084,615.88 1,566,365,083.32 


66,464.59 


8,589,721.27 


eS OO 
—— | nied diester 


Total 


2,185,928,509.3 1 
10,151,965,742.20 
414,482,511.17 
26,301 ,600.00 


8,617,019.68 


12,787,295,382.36 


Total 


2,573,106, 100.79 


4,569,141.62 
3,206,309,623.58 


3,218,766,897.56 


9,002,751,763.55 


Total 


1,498,700,000.00 
1,909,595,829.00 
7,000,868,084.44 
529,084,450.86 
38,184,801.58 


8,672,719.18 


10,985, 105,885.06 
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FINANCIAL INSTRUMENT AND RISKS (CONTINUED) 
Market risk 


Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in market prices. The main market risk mainly include interest rate risk and foreign 
currency risk. 


Interest rate risk 

Interest rate risk is the risk that the fair value or future cash flow of a financial instrument will fluctuate 
because of changes in market interest rates. The Group’s exposure to the risk of changes in market 
interest rates relates primarily to the Group’s long-term debt obligations with a floating interest rate. 
The following table demonstrates the sensitivity to a reasonably possible change in interest rates, with 
all other variables held constant, of the Group's profit before tax (through the impact on floating rate 


borrowings) and the shareholder's equity. 


Increase/ (decrease) in  Increase/ (decrease) in 


basis points profit before tax shareholder’s equity* 
2012 
RMB 100 - : 
RMB (100) - - 
Increase/ (decrease) in _—_‘Increase/ (decrease) in 
basis points profit before tax shareholder’s equity* 
2011 
RMB 100 (14,000,000.00) - 
RMB (100) 14,000,000.00 - 


*Excluding retained profit. 


Foreign currency risk 


Foreign currency risk is that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The foreign currency risk of the Group was mainly 
derived from its operating activities (when the currencies of receipt and payment were different from 
the Group’s functional currency). 


The Group faces transactional foreign currency risk. This risk was derived from the sales and purchases 
carried out by operating units which were denominated in currencies other than its functional 
currencies. The Group has 2.65% (2011: 6.75%) of the sales amount which were generated from sales 
of the operating units which transacted in currencies other than their functional currencies. The Group 
has 100% (2011: 99.49%) of the cost amount which transacted in functional currencies. 


The following table demonstrates the sensitivity at the balance sheet date to a reasonably possible 
change in the exchange rates of the United States dollar, Euro and Japanese yen, with all other 
variables held constant, of the Group’s profit before tax (due to changes in the fair value of monetary 
assets and fiabilities) and shareholder’s equity (due to forward foreign exchange contracts). 
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XI. FINANCIAL INSTRUMENT AND RISKS (CONTINUED) 


4, Market risk (continued) 


Foreign currency risk (continued) 


Increase/ (decrease) Increase/ (decrease) Increase/ (decrease) in 
inexchange rate inprofit beforetax  shareholder’s equity* 


2012 
Depreciation of RMB to USD 1.05% 2,697,829.42 - 
Appreciation of RMB to USD (1.05%) (2,697,829,42) - 
Depreciation of RMB to Euro 9.24% 0.15 - 
Appreciation of RMB to Euro (9.24%) (0.15) - 
Depreciation of RMB to Japanese Yen 12.31% (9,954,582.48) - 
Appreciation of RMB to Japanese Yen (12.31%) 9,954,582.48 - 
Depreciation of RMB to Singapore Dollar 4.06% 304,401.07 - 
Appreciation of RMB to Singapore Dollar (4.06%) (304,401.07) - 
Increase/ (decrease) Increase/ (decrease) !ncrease/ (decrease) in 
inexchange rate inprofit beforetax  shareholder’s equity* 
2011 
Depreciation of RMB to USD 4.57% 699,219.90 - 
Appreciation of RMB to USD (4.57%) (699,219.90) - 
Depreciation of RMB to Euro 18.04% 1,128,899.16 - 
Appreciation of RMB to Euro (18.04%) (1,128,899.16) - 
Depreciation of RMB to Japanese Yen 5.88% (8,598,401.96) - 
Appreciation of RMB to Japanese Yen (5.88%) 8,598,401 .96 - 
Depreciation of RMB to Singapore Dollar 9.89% 2,663,593.69 - 
Appreciation of RMB to Singapore Dollar (9.89%) (2,663,593 .69} - 


*Excluding retained profit. 
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XI. 


FINANCIAL INSTRUMENT AND RISKS (CONTINUED) 


Fair value 


The carrying amount and fair values of the Group’s financial instruments are as follows: 


Financial assets 
Cash and bank 
balances 
Financial assets 
held for trading 
Bills receivable 
Trade receivables 
Other receivables 


Financial liabilities 
Short-term loans 
Bills payable 
Account payable 
Dividends payable 
Other payable 
Long-term loans 


Carrying value 


2012 


1,766,394,113.61 


210,500,000.00 
5,153,224,324.87 


3,185,440,111.20 


10,315,558,549.68 


2,185,928,509.31 
10,151,965,742.20 
26,301,600.00 
414,482,511.17 


8,246,453.43 


12,786,924,816.11 


2011 


2,573,106, 100.79 


4,569, 141.62 


3,206,309,623.58 


3,218,766,897.56 


9,002,75 1,763.55 


1,400,000,000.00 
1,909, 595,829.00 
7,000,868,084.44 
38, 184,801.58 
529,084,450.86 


8,266,657.93 


10,885,999,823.81 


Fair value 


2012 


1,766,394,113.61 


210,500,000.00 
5, 153,224,324 .87 


3,185,440,111.20 


10,3 15,558,549.68 


2,185,928,509.3 1 
10, 151,965,742.20 
26,301,600.00 
414,482,511.17 


4,627 ,087.82 


12,783,305,450.50 


2011 


2,573,106, 100.79 


4,569,141.62 


3,206,309,623.58 


3,218,766,897.56 


9,002,751,763.55 


1,399,957,395.45 
1,909,595,829.00 
7,000,868,084.44 
38, 184,801.58 
529,084,450.86 


4,165,368.64 


10,881,855,929.97 


The fair value is the amount for which an asset could be exchanged, or a liability settled, between 
knowledgeable and willing parties in an arm’s length transaction. The following methods and 
assumptions are used in estimating fair value. 


The fair value of cash and bank balances, bills receivable, trade receivables, other receivables, bills 
payable, accounts payable, other payables and dividends payable approximate to their carrying 
amounts largely due to the short-term maturities of these instruments. 


The fair value of the long-term and short-term loans have been calculated by discounting the expected 
future cash flows using market return rates currently available for instruments on similar terms and 


characteristics. 
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MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS 


Cash and bank balances 


2012 2011 
Cash on hand 23,605.61 113,602.70 
Bank deposit 1,546,139,356.40 2,420,740,670.23 
Others 50,976,570.00 113,079,217.99 
Total 1,597,139,532,01 2,333,933,490.92 


As at 31 December 2012, the ownership of the Company’s cash and bank balances amounting to 
RMB50,976,570.00 has been restricted (31 December 2011: RMB1 13,079,217.99), see Note XIIT.14. 


Bills receivable 
2012 2011 


Commercial acceptance bills 195,500,000.00 - 


As at 31 December 2012, no bills receivable of the Company are not restricted. » 
Trade receivables 


The Company’s trade receivables were interest-free with normal credit terms of 180 days. 


The ageing of trade receivables is analyzed below: 


2012 2011 
Within one year 4.801,799,813.12 3,106,402,910.39 
One to two years 489,945,104.56 83,033,834.09 
Two to three years 14,028,159.71 49,192,866.50 
Over three years 60, 727,809.55 21,965,366.90 


5,366,500,886.94 3,260,594,977.88 
Less: Provisions for bad debts 131,488,022.79 55,033,035.52 


Total 5,235,012,864.15 3,205,561 ,942.36 


The movement of provision for bad debts against trade receivables is disclosed below: 


—_—_—— Nal 
a a  ————————E———eE—E—E—E—EEEEE—E—E——EEE 


Opening Increase Decrease during the year Closing 

balance during the year Reversal Write-off balance 

2012 55,033,035.52  78,699,081.46 = 1,281,755.59 962,338.60  131,488,022.79 
2011 53,961,207.60 1,071,827,92 - - 55,033,035.52 


As at 31 December 2012, no trade receivables’ ownership of the Company are not restricted (31 
December 2011: RMB200,000,000.00), see Note XIII.14. 
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XII, MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 
4, Prepayments 
The ageing of prepayments is analyzed below: 
2012 2011 
Within one year 26,603,204.48 67,953,23 1.67 
One to two years 5,778,905,3 1 - 
Total 32,382,109.79 67,953 ,23 1.67 
Se Other receivables 


The ageing of other receivables is analyzed below: 


Within one year 
One to two years 
Two to three years 


Less: Provisions for bad debts 


Total 


2012 


3,259,405,403.95 
7,655,677.68 


4,479,762.07 


3,271,540,843.70 


3,388,232.70 


3,268, 152,611.00 


2011 


3,008,456,201.74 
208,739,659.27 
3,000.00 


3,217,198,861.01 
217,200.00 


3,216,981,661.01 


The movement of provision for bad debts against other receivables for the year is disclosed below: 


Opening Increase Decrease during the year Closing 
balance during the year Write-back Write-off balance 
2042 217,200.00  3,171,032.70 - - 3,388,232.70 


2011 804,404.91 - 587,204.91 - 217,200.00 
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6. 


MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 


Inventories 


Raw materials 
Work in progress 
Finished goods 
Goods in transit 


Less: Provisions for bad debts 


Total 


2012 


2,098,006,350.47 
2,910,289,170,10 


46,554,960.53 


5,054,850,481.10 


85,386,800.69 


4,969,463,680.41 


The movement of provision for inventories is disclosed below: 


2012 


Raw materials 
Work in progress 
Finished goods 
Goods in transit 


201] 


Raw materials 
Work in progress 
Finished goods 
Goods in transit 


Opening 
balance 


35,365,721.58 
208,490.12 
261,385.50 


3,299,302.69 
39,134,899.89 


Opening 
balance 


16,779,058.79 
208,490.12 
696,590.4 | 


17,684,139.32 


Increase 
during the year 


49,812,588.99 


1 ,060,073.91 


50,872,662.90 


Increase 
during the year 


18,586,662.79 


3,299, 302.69 
21,885,965.48 


2011 


2,580,467,260.12 
1,986,480,567.76 
39,819,487.94 


147,297,429,24 


4,754,064,745.06 


39,134,899.89 


4,714,929,845,17 


Decrease during the year 


Write-back 


158,729.49 
158,729.49 


Decrease during the year 


Write-back 


435,204.9] 


435,204.91 


Closing 

Other reversal balance 
~ 85,178,310.57 

- 208,490.12 

1,321,459.41 - 
3, 140,573.20 - 
4,462,032.61 §5,386,800.69 
Closing 

Other reversal balance 


35,365,721.58 
208,490.12 
261,385.50 


3,299,302.69 
39, 134,899.89 


As at 31 December 2012 and 31 December 2011, no inventories’ ownership of the Group is restricted. 


Other current assets 


Value-added tax retained 
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2012 


335,865,015.56 


2011 
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MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 


Long-term equity investments 


2012 2011 
Equity method 
Associates 
Qingdao Sifang Kawasaki Rolling Technology Co., Ltd. 7,098,042.69 13,594,483.37 
Cost method 
CSR (Tianjin) Subway Rolling Stock Co., Ltd. 300,000,000.00  300,000,000.00 
Wuhan CSR Sifang Reparement & Maintenance Center Co,, Ltd. 50,000,000.00 50,000,000.00 
Chengdu CSR Rail Vehicle Co., Ltd. 104,000,000.00 - 
Qingdao CSR Distribution & Service Co.,Ltd. 50,000,000.00 - 
Beijing CSR Huasheng Chuangye Investment Fund 6,000,000.00 - 
CSR America Incorporated 13,067,800.00 13,067,800.00 
Total $30,165,842.69 376,662,283.37 
Fixed assets 
2012 
Plant, Transportation 
Buildings machinery and vehicles and Other 
and structures equipment equipment equipment Total 
Cost: | 
At | January 2012 1,698, 231,254.40 2,218,508,294.03  16,382,032.36 120,175,829.83 4,053,297,410.62 
Transfer from construction 
in progress 23,588,796.98  344,605,008.69 788.082.22 62,438,187.25 431 ,420,075.14 
Disposal (  5,220,441.38)(  21,045,465.27) ( 1,035,816.40) (12,198,973.18} ( 39,500,696,23) 
At 31 December 2012 1,716,599,610.00 2,542,067,837.45 16,134,298.18 170,415,043.90 4445 216,789.53 
Accumulated depreciation: 
At I January 2012 225,855,208.38  661,469,759.78 — 11,283,962.11 57,149,039.74 — 955,757,970.01 
Provided during the year 68,67 1,905.19 257,393,967 .4] 1,620,058.20 39,160,923.12 366,846,853 .92 
Write-off ( $,665,172.03) ( 19,527,718.44) ¢€ 1,006,129.64) (11,875,775.82) ( 34,074,795.93) 
At 31 December 2012 292,861,941.54  899,336,008.75 —-:11,897,890.67 84,434,187.04 1,288,530,028.00 
Net carrying amount; 
At 31 December 2012 1,423,737,668.46  1,642,731,828.70 4,236,407.51  85,980,856.86 3,156,686,761.53 
At | January 2052 1,472,376,046.02 1,557,038,534.25 5$,098.070.25  63,026,790.09 3,097,539,440.61 


————$—$—$—$KLKPFLYHU OO TL 
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MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 


Fixed assets (continued) 


2011 
Plant, Transportation 
Buildings machinery and vehicles and Other 
and structures equipment equipment equipment Total 
Cost: 
At 1 January 2011 1,325,513,754.85 1,703,780,006.02 15,287,308.03 99,472,765.00 3,144,053,833.90 
Transfer from construction 
in progress 375,167,241 .2] 547 425,102.21 1 334,695.49  32,209.608.89 956,136,647.80 
Disposal ( 2,449,741.66) { 32,696,814.20) ( 239,971.16) ( £1,506,544.06) ( 46,893,071.08) 
At 31 December 201] 1 ,698,231,254.40 2,218,508,294.03 16,382,032.36 120,175,829.83 4,053,297,410.62 
Accumulated depreciation: 
At ] January 2011 136,828,939.31 495,469,553.66 10,053,132.85  57,100,286.24  699,451,912.06 
Provided during the year 90,475,505.21 193,441 449.25 1,467,385.68  11,517,741.17 296,902,081.31 
Write-off ( 1,449,236.14) ( 27,441,243.13) ¢( 236,556.42) (11,468,987.67} ( 40,596,023.36) 
At 31 December 201 | 225,855,208.38 661 ,469,759.78 11,283,962.1]  $§7,149,039.74 955,757,970.01 
Net carrying amount: 
At 31 December 201 1 1,472,376,046.02 1,557,038,534.25 $,098,070.25  63,026,790.09 3,097,539,440.61 
At ] January 2011 1,188,684.815.54 1,208,310,452.36 §,234,175.18  42,372,478.76 2,444,601,921.84 


Se OS —————— 
GS || enn mn  —-S-(SS —mtd}-Sr 


Preparing for disposal of fixed assets are as follows: 


Carrying Fare Estimated Estimated 
value value disposal expense disposal date 


At 31 December 2012 33,628.34 241,000.00 - February 2013 
At 31 December 2011 . < : : 


The fixed assets of operating lease’s carrying value of are as follows: 


Buildings Plant machinery Total 
and structures and equipment 
At 3t December 2012 5,980, 157.82 78,455.95 6,058,613.77 


At 31 December 2011 6,321,110.69 232,400.22 6,553,510.91 
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XIII. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 
10. Construction in progress 
2012 
Increase Decrease during the year 
Opening during Transferred Transferred to 
Balance the year to fixed assets intangible assets Total 
High-speed train 
production project 252,706,223.22 4,688,977.22 225,307,174.59 - 32,088,025.85 


High-speed train repair 


project 1,317,334.18 9234,847.12 - - 10,552,181.30 
Other projects 93,679,585.36  162,953,724.64 206,112,900.55 - 50,520,409 .45 
347,703,142.76  176,877,548.98 431,420,075.14 - 93,160,616.60 
2011 
Increase _ Decrease during the year __ 
Opening during Transferred § Transferred to 
Balance the year to fixed assets intangible assets Total 
High-speed train 
production project 312,269,730.84  685,579,972.12 745,143,479.74 -  252,706,223.22 
High-speed train repair 
project 4,783,831.28 1,015,020.55 4,481,517.65 - 1,317,334,18 
Urban rail transit 
production project 623,709.57 - 623,709.57 - - 
Other projects 107,089,499. 89 243,216,826.33 205,887,940.84 20,738,800.02 93,679,585 36 
424.766,77).58 899,811,819.00 956,136,647.80  20,738,800.02  347,703,142.76 


ee al 
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Il. 


MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 


Intangible assets 


2012 


Cost: 
At ] January 2012 


Increase during the year 


At 31 December 2012 


Accumulated amortization: 
At | January 2012 
Provided during the year 


At 3l December 2012 


Net carrying amount 
At 31 December 2012 


At | January 2012 


2011 


Cast: 
At | January 201] 


Increase during the year 


At 3] December 2011 


Accumulated amortization: 
At 1 January 2011 


Provided during the year 


At 3] December 2011 


Net carrying amount 
At 31 December 2011 


At | January 2011 


Land use rights 


368,277,301.12 


368,277,301.12 


27,586,666.00 


8,099.382.60 


35,686,048.60 


332,591,252.52 


340,690,635.12 


Land use rights 


368,277,301 .12 


368,277,301.12 


19,487,283.40 


8,099,382.60 


27,586,666.00 


340,690,635.12 


348,790,017.72 


Software 


70,195,990.99 


30,885,727.29 


101,081,718.28 


15,323,555.54 


7,607,270.52 


22,930,826.06 


78, 150,892.22 


54,872,435.45 


Software 


45,583,515.76 


24,612,475,23 


70,195,990.99 


8,761,643.30 


6,561,912.24 


15,323,555.54 


54,872,435.45 


36,821,872.46 


Proprietary 
technology 


13,674,337.88 


620,563.77 


14,294,901 .65 


2,571,517.43 


2,156,271.52 


4,727,788.95 


9,567,112.70 


11,102,820.45 


Proprietary 
technology 


3,225,848.96 


10,448,488.92 


13,674,337.88 


2,061,317.17 


$10,200.26 


2,571,517.43 


11,102,820.45 


1,164,531.79 


Total 


452, 147,629.99 


31,506,291.06 


483,653,921.05 


45,481,738.97 


17,862,924.64 


63,344,663.61 


420,309,257.44 


406,665,891 .02 


Total 


417,086,665.84 


35,060,964.15 


452,147,629.99 


30,310,243.87 


15,171,495.10 


45,48 1,738.97 


406,665,891.02 


386,776,421 .97 
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MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 


Deferred tax assets 


Recognized deferred tax assets: 


Provisions of product warranties 


Provisions of technology licensing usage fees 


Other accrued ltabilities and accrued expenses 


Government grants 
Others 


Tota! 


2012 


39,072,202.27 
17,259,797.55 
13,467,083.45 

4,047,894.61 


3,483,069.11 


77,330,046.99 


2011 


31,459,611.85 
21,941 ,947.97 
18,735,285 .02 

4,991,045.70 


2,757,734.34 


79,885,624 .88 


The Company has recognized the deferred tax assets related to the above deductible temporary 
differences, because it is highly probable that future taxable profit will be available to be utilized. 


Deferred tax liabilities 


Recognized deferred tax liabilities: 


Changes in fair value of financial assets held for trading 


Assets impairment provisions 


2012 


Provisions for bad debts 


Provisions for inventories 


201 | 


Pravisions for bad debts 


Provisions for inventories 


Opening 


balance 


55,250,235. 52 
39,134,899.89 


94,385 135.41 


Opening 


balance 


54,765,612.51 
17,684, 139,32 


Increase 


during the year 


81,870,114.16 
$0,872,662.90 


132,742,777,06 


Increase 


during the year 


1,071,827.92 
21,885,965.48 


2012 


Decrease during the year 


Write-back 


{58,729.49 





158,729.49 








Reversal 


1 281,755.59 
4,462,032.6 


$743,788.20 


Write-off 


962,338.60 


962,338.60 








Decrease during the year 
Wnrite-back 


587,204.91 
435,204.91 


rrr ge er 


Write-off 


2011 


685,371.24 


Closing 


balance 


134,876,255.49 
85,386,800.69 


220,263 ,056.18 


Closing 


balance 


95,250,235,52 
39,134,899.89 


NE 
A, 
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MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 


Restricted ownership of assets 


2012 
Opening Increase Decrease Closing 
balance during the year during the year balance Note 
Pledged assets 
Cash and bank balances = 113,079,217.99 - §2, 102,647.99 50,976,570.00 Note | 
Trade receivables 200,000,000.00 - 200,000,000.00 - Note I] 
313,079,217.99 - 262, 102,647.99 50,976,570.00 
2011 
Opening Increase Decrease Closing 
balance during the year during the year balance Note 
Pledged assets 
Cash and bank balances 260,830,530,99 - 147,751,313.00 = 113,079,217.99 Note I 
Trade receivables - 200,000,000.00 - 200,000,000.00 Note II 
260,830,530.99 200,000,000.00 147,751,313.00  313,079,217.99 
Note I: Pledged cash and bank balances were as follows: 
2012 201] 
The guarantee deposit 50,976,570.00 113,079,217.99 


Note II: The Company has repaid the borrowing RMB200,000,000.00 from Sifang Sub-branch, 
Qingdao Branch, Bank of Communications this year, which the pledged trade receivables 
amounted to RMB200,000,000.00 is relieved. 


Short-term loans 


Unsecured loans 


2012 


2011 


1,200,000,000.00 


Pledged loans - 200,000,000.00 


. 1,400,000,000.00 


As at 31 December 2012, the Company had repaid short-term loans lent last year and no new short- 
term loans lent in this year. As at 31 December 2011, certain bank loans of RMB1,200,000,000.00 in 
aggregate were lent by the Company through Unsecured loans, with terms of annual interest rates from 
5.71% to 7.22%, and certain bank loans of RMB200,000,000.00 were lent by the Company through 
pledged loans, with terms of annual interest rates at 6.71%. 
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MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 


Payroll and benefits payable 


2012 


Salaries, bonus and subsidies 
Employee welfare 


Social insurance 


Include: 1, Medical insurance 
2. Pension insurance 
3. Annuity 
4. Unemployment insurance 
5. Work-related injury 
insurance 
6, Maternity insurance 


Housing fund 


Labour union fee and employee 


education fee 
Others 


Total 


2011 


Salaries, bonus and subsidies 
Employee welfare 


Social insurance 


Include: 1. Medical insurance 
2. Pension insurance 
3. Annuity 
4, Unemployment insurance 
5. Work-related injury 


6. Maternity insurance 


Housing fund 


Labour union fee and employee 


education fee 
Others 


Total 


Opening 
balance 


199,763.61 


1,920,000.00 


2,119,763.61 


Opening 
balance 


291,507.66 


2,240,000.00 


2,531,507.60 


&3 


Increase during 
the year 


933,863,568.00 
57,673,041.10 
272,426,803.31 
78,268,557.31 
135,308,417.16 
32,232,044.51 
13,072,321.99 


7,354,365.59 
6,191,096.75 
96,989,626.00 


$2,919,190.97 


2,169,207.31 


1,396,04 1,436.69 


Increase during 
the year 


940,640,866.34 
57,985,931.4] 
210,311,783.75 
63,769,776.64 
101,921,730.72 
24,777,312.64 
9,976,863.88 


4,922,760.64 
4,943,339.23 
76,024,960.00 


27,877,592,25 


1 920,000.00 


1,314,761,133.75 


Payment during 
the year 


922,525,406.64 
57,673 ,041.10 
272,426,803.3 | 
78,268,557,31 
135,308,417.16 
32,232,044.5] 
13072,321,99 


7,354,365.59 
6,191,096.75 
96,989,626.00 


32,994, 668.74 


2,589,207.31 


1 385,198,753. 10 


Payment during 
the year 


940,640,866.34 
57,985,931.41 
210,311,783.75 
63,769,776.64 
101,921,730.72 
24,777,312.64 
9,976,863.88 


4,922,760.64 
4,943 ,339.23 
76,024 ,960.00 


27,969,336.24 


2,240,000.00 


1,315,172,877.74 


Closing 
balance 


11,338, 161.36 


124,285.84 


1,500,000.00 


12,962,447.20 


Closing 
balance 


199,763.61 


1,920,000.00 


2,119,763.61 
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18. 


MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 


Taxes payable 


Value added tax 

Corporate income tax 

Business tax 

Property tax 

Individual income tax 

City construction and maintenance tax 
Educational surtax and surcharge 
Land use tax 

Stamp duty 


Local water conservancy construction funds 


Total 


Dividends payable 


CSR Corporation Limited 
Qingdao Ultimate Corporation Limited 
China Railway Materials Company Limited 


Guangzhou Zhongche Railway Sales & Leasing Co., Ltd. 


Fujian Ocean Eagle Economy & Trade Co., Ltd. 
Southwest Jiaotong University 
China Railway Science & Technology 


Development Company 


Total 


Non-current liabilities due within one year 


Accrued liabilities due within one year 


Deferred income due within one year 


Total 


2012 


10,707,099.02 
474,848.59 
3,668,004 .20 
11,228,584.63 
153,821.62 
109,872.58 
2,009,595.75 
1,481,378.18 


4,175.97 


29,837,380.54 


2012 


12,480,000.00 
7,800,000.00 
3, 120,000.00 
2,496,000.00 
312,000.00 


93,600.00 


26,301 600.00 


2012 


228,710,091.26 


119,125,744.09 


347,835,835.35 


2011 


36,876,724.44 
111,122,348.62 
164,507.00 
5,536,042.56 
8,704,710.09 
14,919,868.49 
10,657,048.93 
3,218,656.35 
3, 767,798.55 


2,131,409.78 


197,099,114.81 


2011 


14,976,000.00 
15,678,000,00 
3,744,000.00 
2,995,200.00 
679,281.58 


112,320.00 


38, 184,801.58 


2011 


159,388,303.60 


95 367,561.09 


254,755 ,864.69 


As at 31 December 2012, deferred income due within one year was government grants, please refer to 
Note X1IJ.34 for details; accrued liabilities due within one year, please refer to Note XIII.21 for details. 
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zc 


MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 


Long-term loans 


Guaranteed Joans 


Accrued liabilities 


Expenditures of high-speed train plane transformation 


Product warranties 


Total 


Less: Accrued liabilities due within one year 


The movement of accrued liabilities is disclosed as below: 


2012 


Accrued expenditures of 
high-speed train 
Product warranties 


Total 


2011 


Accrued expenditures of 
high-speed train 
Product warranties 


Total 


Opening 
balance 


98,670,000.00 


209,730,745 .62 


308,400,745.62 


Opening 
balance 


56,128,421.89 


56, 128,421.89 
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Increase during 
the year 


310,028,041.00 


310,028,04 1.00 


Increase during 
the year 


98,670,000.00 


354,359,718.74 


453,029,718.74 


2012 


8,246,453.43 


2012 


63,149,707.63 


260,481 348.45 


323,63 1,056.08 


228,710,091.26 


94 920,964.82 


Decrease during 
the year 


$9,920, 290.357 


259,277,438.17 


294,797,730.54 


Decrease during 
the year 


200,757,395.01 


200,757,395.01 


201] 


8,266,657.93 


2011 


98,670,000.00 


209,730,745.62 


308,400,745 .62 


159,388,303.60 


149,012,442.02 


Closing 
balance 


63,149,707.63 


260,48 1,348.45 


323,631,056.08 


Closing 
balance 


98,670,000.00 
209,730,745.62 


308,400,745.62 
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24. 


MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 


Other non-current liabilities 


Deferred income over one year 


Actuarial welfare 


Tatal 


2012 2011 


163,935,491.32 173,866,158.39 
3,020,792.69 5,190,000.00 


166,956,284.01 179,056,158.39 


As at 31 December 2012 and 31 December 2011, deferred income related to government grants, please 


refer to Note XIII.34 for details. 
Share capital 


The Company’s share capital is RMB4,003,794,05 1.00. 
2012 


Carrying balance 


CSR Corporation Limited 3,916,122,051.00 
Qingdao Uitimate Corporation Limited 41,600,000.00 
China Railway Materials Company Limited 26,000,0600.00 
Guangzhou Zhongche Railway 

Sales & Leasing Co., Ltd. 10,400,000.00 
Fujian Ocean Eagle Economy & Trade Co., Ltd. 8,320,000.00 
Southwest Jiaotong University 1,040,000.00 
China Railway Science & Technology 

Development Company 312,000.00 


Total 4,003,794,051.00 


Percentage 


97.81% 
1.04% 
0.65% 


0.25% 
0.21% 
0.03% 


0.01% 


100.00% 


2011 
Carrying balance Percentage 


3,069,592 ,020.00 97.23% 
41,600,000.00 1.32% 
26,000,000.00 0,82% 


10,400,000.00 0.33% 
8,320,000.00 0.26% 
1 040,000.00 0.03% 


312,000.00 0.01% 


3,157,264,020.00 100.00% 


This year, CSR Corporation Limited increase capital RMB1,171,260,000.00 to the Company, which 
credited to share capital RMB846,530,03 1.00 and credited to the share premium RMB324,729,969.00 
respectively. This capital increment was verified by Shandong Huide Accounting Firm through of 
(2012) Hui Suo Yan Zi NO.3-011 capital verification report on 10 August 2012. . 


Capital reserve 


2012 Share premium Share-based 

payment 
Opening balance 351,933,820.00 1,106,315.56 
Increase during the year 324,729,969.00 4.877,795.63 
Closing balance 676,663,789.00 5,984, 111.19 
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others total 


1,320,000.00  354,360,135.56 
-  329,607,764.63 


1,320,000.00  683,967,900.19 
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25. 


MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 


Capital reserve (continued) 


2011 Share premium 


Opening balance 318,485 ,463.00 


[Increase during the year 


Closing balance 351 ,933,820.00 


Surplus reserves 


2012 


Statutory surplus reserves 
Discretionary surplus reserve 


Total 


2014 


Statutory surplus reserves 
Discretionary surplus reserve 


Total 


33,448.357.00 


1,106,315.56 


Share-based 
payment 


1,106,315.56 


Opening 
balance 


337,605 ,981.35 


149 746,147.61 


4§7,352,128.96 


77,696,390.61 


271 202,857.96 


Opening 
balance 


193,506,467.35 


others 


1,320,000.00 


1,320,000.00 


Increase 
during the year 


160,612,540.50 


80,306,270.25 


240,918,810.75 


Increase 


during the year 


144,099,514.00 


72,049,757.00 


216,149,271.00 


total 


319,805,463.00 


34,554,672.56 


354,360,135.56 


Closing 
balance 


498,218,521.85 


230,052,417.86 


728,270,939. 71 


Closing 
balance 


337,605,981.35 


149,746,147.61 


487,352,128.96 


In accordance with the Company Law of the PRC and the articles of association, the Company is 
required to allocate 10% of their profit after tax to the statutory surplus reserve until such reserve 
reaches 50% of the registered capital of these companies, | 


The Company ts authorized to allocate discretionary surplus reserve from profit after tax after the 
allocation of statutory surplus reserve. Upon the approval of the board, the discretionary surplus 
reserve can be used to cover losses or increase capital. 
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XI. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 


26, Retained earnings 


Retained earnings at beginning of year 


Net profit attributable to equity holders of the parent 


Less: Transfer to statutory surplus reserves 
Transfer to discretionary surplus reserve 
Cash dividend payable 


Retained earnings at end of year 


2012 


88,490,508.03 
1,606, 125,404.95 
160,612,540.50 
80,306,270.25 


1,288,910, 155.06 


164,786,947.17 


2011 


164,756,442.24 
1,440,995, 139.97 
144,099,514.00 
72,049,757.00 
1,301,111,803.18 


88,490,508.03 


Profit available for distribution in respect of 2011 was allocated by RMBO0.0278 (including tax) per 
share and a total of RMB87,771,939.76 payable to shareholders, which was approved by the 
Company’s shareholders at the annual general meeting held on 28 June 2012. Profit available for 
distribution in respect of 2012 was allocated by RMBO.3 (including tax) per share and a total of 
RMB1,201,$38,215.30 planned to pay to shareholders, which was approved by the Company’s 
shareholders at the fourth extraordinary annual general meeting held on 16 December 2012. The 
Company allocated cash dividend RMB1,288,910, 155.06 in aggregate in 2012. 


27. Revenue 


Revenue is stated as follows: 


Principal operating income 
Other operating income 


Total 


Sale of goods 
Rendering of services 
Lease income 

Others © 


Total 


2012 


21,456,518,322,52 
47,695,258.13 


21,504,213,580.65 


2012 


20,009, 486,613.53 
1 ,467,582,259.96 
900,338.96 


26,244,368.20 


21,504,213,580.65 


2013 


24,080,552,584.06 


46,08 1,514.99 


24,126,634,099.05 


2011 


21,711,029,398.5 1 
2,401 515,915.22 
845,000.00 


13,243,785.32 


24,126,634,099.05 
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All. 
28. 


29. 


30. 


31. 


32. 


MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 


Financial expenses 


Financial expenses are stated as follows: 


Interest expenses 

Less: Interest income 
Foreign exchange gain or loss 
Others 


Total 

Assets impairment loss 

Provision for bad debts 

Provision for inventories 

Total 

Investment income 

Long-term equity investment income under the cost method 
Investment income/ (loss) of associates under the equity method 
Total 

Non-operating income 

Government subsidies 

Import discount interest 


Gains on disposal of fixed assets 
Others 


Total 


Please refer to Note XIII.34 for details of government subsidies. 


Non-operating expenses 


Loss on disposal of non-current assets 

Public relief donation 

Expenditure of penalty, compensation and fine 
Others 


Total 


89 


{ 17,344,580.96) 
{ 4,512,721.34) 


{ 30,215,878.47) 


2012 


58,690,631.75 
67,049,207.92 


2012 


$1,870,114.16 


50,713,933.41 


132,584,047.57 


( 


2012 


34,234,487.50 


646,440.68) 


33,588,046.82 


2012 


52,087,884.07 
3,313,100.00 
1,968,910.86 


506,898.69 


37,876,793 .62 


2012 


4,200,551.26 
350,000.00 


555,241.02 


5,105,792.28 


2011 


133,428,700.43 
71,881,147.65 
21,365,364.99 


3,805,365.31 


86, 718,283.08 


2011 


484,623.01 


21,450,760.57 


21,935,383.58 


2011 


2,879,526.66 


3,352,814.28 


6,232,340.94 


2011 


17,724,212.68 
11,622,200.32 
4,753,707.16 


342,481.57 


34,442,601.73 


2011 


350,000.00 
1,034,010.53 


1,384,010.53 
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XHI. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 


33. Income tax expense 
| 2012 2011 

Current income tax expense 269,490,249.95 230,744,474.39 
Deferred income tax expense 1,870,206.65 { 22,380,077.44) 
Total 271,360,456.60 208,364,396.95 
Relationship between income tax and profit before tax: 

Profit before tax 1,877,485,861.55 1,649,359,536.92 
Tax at the statutory tax rate of 25% 469,371,465.39 412,339,884.23 
Effect of tax concessions ( 179,875,682.47) ( 138,909,547.95) 
Profits and losses attributable to associates . 161,610.17 ( 838,203.57) 
Income not subject to tax { 8,558,621.88) ( 719,93 1.67) 
Expenses not deductible for tax 38,050,418.37 9,166,293.53 
Others (note) { 47,788,732.98) ( 72,674,097.62) 
Tax charge at the Group’s effective rate 271,360,456.60 208,364,396.95 


Note: Others were effect of additional deduction to research and development expenses that the 
Company developed new technology, new products and new techniques. 


34, Government subsidies 
2012 2011 

Government subsidies related to assets 128,635,272.32 1$0,687,339.40 
Government subsidies related to income 154,425,963.09 118,546,380.08 
Total 283 ,061,235.41 269,233,719,48 
Among: 

Deferred income due within one year 119,125,744.09 95,367,561.09 
Deferred income due over one year 163,935,491.32 173,866,158.39 
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ALI. 


34. 


MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 


Government subsidies (continued) 


Movement details during the 2012 are as follows: 


Opening Increase __—SDecrease during the year Closing 
balance during Credited to Paid to balance 
the year = profitandloss _— project partner 
Government subsidies related ¢o assets: 
Appropriation of state key laboratory by 
the Ministry of Finance af PRC 14,881,249.98 - 1 425,000.06 : 13,456,249.98 
High-speed train localization project 18,392,388.06 - 4 862,673.96 - 13,529,714.10 
High-speed train information system 
of R&D and manufacture §,805,543.11 - 4,173,695.96 - 2,63 1,847.15 
High-speed train subsidy of industrialization 
technological transformation 24 ,480,860.90 - 4,057,547.80 - 20,423,313.10 
Appropriation of three funds of 
technolagy by Science and Technology 
Bureau of Chengyang District 35,557,200.00 - 2,408,674 32 33,148,525.68 
Appropriation of three funds of technology 
by Science and Technology Bureau of 
Chengyang District-Hollow shaft 50,570,097.35 . $535,412.55 -  45,034,684.80 
Others - 500,000.60 89,062.49 - 410,937.5] 
Government subsidies related to income: 
Common base and system integration subject 70,306,843.41 12,200,000.00 12,637,902.36  10,527,000.00 59,341 ,941.05 
High-speed train key technology of pedigree 
of medule Construction and integrated 
design for China State 863 projects - 34,100,000.00 1,204,481.00 = 12,935,300.00 19,960,219.00 
High-speed train key technical research - 12,570,000.00 2,349,145.31 10,220,854.69 
Official high-speed train key technical research - 12,000,000.00 2,833, 154.93 9,166,845.07 
High-speed train integrated platform construction 
of design and manufacture and typical models 
development for China State 863 projects - $,420,000.00 - $420,000.00 
High-speed bogie subject 6,285 062.89 1,220,000.00 879,607.69 - 6,625,455,20 
High-speed train reliability of key materials 
and components subject 4.953 ,283.88 2,130,000.00 793,719 00 2,183,700,00 4,105 ,864.88 
High-speed body technology subject 10,362,645.09 559,500.00 2,364,959 79 - 8,557,185.30 
Traction drive system of high-speed train 
based on permanent magnet motor for 
China State 863 projects 6,926,834.50 17,000,000.00 2,079,733.26 14,590,000,00 7,257, 101.30 
Key technical research and prototype 
develapment for intelligent high-speed train 3,900,000.00 2,850,000.00 1 396,000.00 - §,354,000.60 
Key technical research of bogie and equipment 
development for higher-speed train 7,000 000.00 3,000,000,00 280,000.00 2,800,000.00 6,920,000.G0 
Local government award 3,040,000.00 940,000.00 777,346.72 - 3,202,653.28 
Others 5,771,710.33 1,757,400.00 1,939,766,99 295,500.00 5 293,843.32 
269,233,719.48  109,246,900.00 52,087,884.07  43,331,500.00 283,061,235,41 


TST 
2 wee ie eee 
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34. Government subsidies (continued) 


Movement details during the 2011 are as follows: 


Government subsidies related to assets: 
Appropnation of state key laboratory by 
the Ministry of Finance of PRC 
High-speed train localization project 
High-speed train information system 
af R&D and manufacture 
High-speed train subsidy of industrializatian 
technological transformation 
Appropnation of three funds of 
technology by Science and Technology 
Bureau of Chengyang District 
Appropriation of three funds of technology 
by Science and Technology Bureau of 
Chengyang District-Hollow shaft 


Government subsidies related to income: 

Common base and system integration subject 

High-speed bogie subjeci 

High-speed train reliability of key materials 
and components subject 

High-speed body technology subject 

Traction drive system of high-speed train 
based on permanent magnet motor for 

China State 863 projects 

Key technical research and prototype 
development for intelligent high-speed tain 

Key technical research of bogie and equipment 
development for higher-speed train 

Local government award 


Others 


Opening 
balance 


15,000,000.00 
23,255,062.01 


7,350,000.00 


24,900,000.00 


35,557,200.00 


81,828,299.31 
7,942,598.00 


7,019,367.84 
8,841 605.00 


5,510,000.00 


Increase 
during 
the year 


50,867,400.00 


29,260,000.00 


4,920,000.00 


| 678,500.00 


63,750,000.00 


3,900,000,00 


7,000,000.00 


3,201,000.00 
2,190,000.00 


Credited to 
profit and loss 


118,750.02 
4,862,673.95 


544,456 89 


419,139.10 


297,302.65 
8,400,455.90 
| 657,535.11 

434,983.96 


157,459.91 


73,165.50 


161,000.60 
597,289.69 


MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 


Decrease during the year 


Paid to 
praject partner 


32,38) 000.00 


6,55! 100.00 


56,750,000.00 


1,33 1,000.00 


Clasing 
balance 


14,88] 249.98 
18,392,388.06 


6,805,543.11 


24,486,860. 90 


35,557,200.00 


50,570,097 .35 


70,306,843.4 | 


6,285,062.89 


4,953,283.88 


10,362,645.09 


6,926,834.50 


3,900,000.00 


7,000,000.00 


3,040,000.00 
5,771,710.31 


ey SS Ue 
in rem er a a re 
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XII. MAJOR NOTES TO COMPANY FINANCIAL STATEMENTS (CONTINUED) 
35: Cash flows from operating activities 


Reconciliation of net profit to cash flows from operating activities 


2012 

Net profit 1,606, 125,404.95 

Add: Assets impairment loss 132,584,047.57 

Depreciation of fixed assets 366, 846,853.92 

Amortization of intangible assets 17,862,924.64 

Loss/ (income) on disposal of fixed assets, 

intangible assets and other long-term assets 2,231,640.40 
Financial expenses 17,504,117.18 
Investment income {  33,588,046.82) 

Loss/ (income) on fair value changes 4,569,141.62 
Decrease/ (increase) in deferred tax assets 2,555,577.89 
Increase/ (decrease) in deferred tax liabilities ( 685,371.24) 
Increase in inventories ( 300,785,736.04) 
Increase in receivables from operating activities = ( 2, 130,206,334.19) 
Increase in payables from operating activities 1,734,891,611.42 

Share-based payment 4,877,795.63 

Net cash flows from operating activities 1,424,783,626.93 

36. Cash and cash equivalents 

2012 

Cash 1,546, 162,962.01 

Including: Cash on hand 23,605.61 
Bank deposit without restriction 1,546,139,356.40 

Clasing balance of cash and cash equivalents 1,546, 162,962.01 


XIV. APPROVAL OF THE FINANCIAL STATEMENTS 


( 


( 
( 


2011 
1,440,995, 139.97 


21,935,383.58 
296,902,081.31 
15,171,495.10 


4,753,707. 16) 
154,794,065.42 
6,232,340.94) 
4,569,141.62) 
23,065,448.69) 
685,371.24 
1,744,098,243.33) 
1,306,004,470.01) 
2,08 1,216,502. 10 


1,106,3 15.56 


924,083 ,002.53 


2011 


2,420,854,272.93 
113,602.70 


2,420,740,670.23 


2,420,854,272,93 


The financial statements were approved and authorized for issue by the board of directors on 28 March 


2013. 
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Auditors’ report 


Ernst & Young Hua Ming (2012) Shen Zi No. 60626562 J01 


To the board of directors of CSR Qingdao Sifang Co., Ltd. 
(A: BFS SHAMNSSRROARCABSS) 


We have audited the accompanying financial statements of CSR Qingdao Sifang Co., Ltd. (the 
“Company’), which comprise the consolidated and company balance sheets as at 31 December 2011, 
and the consolidated and company income statements, statements of changes in equity and the 
statements of cash flows for the year then ended. 


Management's responsibility for the financial statements 


Management of CSR Qingdao Sifang Co., Ltd. is responsible for the preparation and fair 
presentation of these financial statements. This responsibility includes: (1) preparing and fairly 
presenting the financial statements in accordance with China Accounting Standards for Business 
Enterprises; (2) designing, implementing and maintaining internal control as management 
determines is necessary to enable the preparation of the financial statements that are free from 
material misstatement, whether due to fraud or error. 


Auditors’ responsibility 


Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with the Chinese Standards on Auditing. Those standards require 
that we comply with Code of Ethics for Chinese Certified Public Accountants and plan and perform 
the audit to obtain a reasonable assurance about whether the financial statements are free from 
material misstatement. 


An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the financial statements. The procedures selected depend on the auditor's judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers the internal contro! relevant to the 
entity's preparation and fair presentation of financial statements in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of 
accounting polices used and the reasonableness of accounting estimates made by management, as 
well as evaluating the overall presentation of the financial statements. 


We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinion. 
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Auditors’ report (continued) 


Ernst & Young Hua Ming (2012) Shen Zi No. 60626562 _J01 


Opinion 
In our opinion, the financial statements present fairly, in all material aspects, the consolidated and 
company financial position of CSR Qingdao Sifang Co., Ltd. as at 31 December 2011 and their 


financial performance and cash flows for the year then ended in accordance with China Accounting 
standards for Business Enterprises. 


Ernst & Young Hua Ming 
Beijing, the People’s Republic of China 


16 April 2012 


CSR Qingdao Sifang Co., Ltd. 
Consolidated balance sheet 
31 December 2011 

(Expressed in Renminbi Yuan) 


ASSETS 
Current assets 


Cash and cash equivalents 

Financial assets at fair value 
through profit or loss 

Bills receivable 

Accounts receivable 

Prepayment 

Other receivables 

Inventories 

Other current assets 


Total current assets 
Non-current assets 
Long-term equity investments 
Fixed assets 
Construction in progress 
Intangible assets 
Deferred tax assets 


Total non-current assets 


TOTAL ASSETS 


011 


2,013, 106,100.79 
4,569,141.62 


3,206,309,623.58 

67,953,231.67 
3,218, 766,897.56 
4,714,947,260.43 


13,785,652.255.65 


13,594,483.37 
3,259,984,483.58 
352,987,265. 11 
586,852,383.70 
79,885,624.88 


ee 


4,293,304,240.64 


2010 


1,503,584, 747.12 


7,500,000.00 
1,455,142,147.15 
389, 139,183.96 
4,113,788,106.12 
2.992,770,842.63 


90,000,000.00 


10,511,925,026.98 


10,241,669.09 
2,543,111,779.64 
433,328,850.28 
492,458,605.97 
56,820,176.19 


SS es 


_3,935,961,087.17 


14,047,886,108.15 


CSR Qingdao Sifang Co., Ltd. 
Consolidated balance sheet (continued) 
31 December 2011 

(Expressed in Renminbi Yuan) 


LIABILITIES AND OWNERS’ EQUITY 


Current liabilities 


Short-term loans 

Bills payable 

Accounts payable 
Advances from customers 
Payroll payable 

Taxes payable 

Dividends payable 

Other payables 


Non-current liabilities due within one year 


Total current liabilities 

Non-current liabilities 
Long-term loans 
Accrued liabilities 
Deferred tax liabilities 


Other non-current liabilities 


Total non-current liabilities 


Total liabilities 


ho 
oO 
ki 
ah 


1,400,000,000.00 
1,909,595,829.00 
7,000,868,084.44 
2,244,530,255.57 
2,1217,516.25 
196,473,337.27 
38,184,801.58 
929,084,450.86 


256,319,495.96 


13,577,177,770.94 


8,266,657.93 
149,012,442.02 
685,371.24 


256,510,479.44 


414,474,950.63 


13,991,652,721.57 


2010 


71,637,865.37 
1,446,475,271.72 
3,953,245,497.53 
3,828,684,625.60 
2,931,507.60 
129,837,181.54 
21,746,381.04 
441,890,515.20 
60,646,481.20 





9,956,695,326.80 





8,688,853.25 


222,994,132.16 


ee 


231,682,985.41 


10,188,378,312.21 


CSR Qingdao Sifang Co., Ltd. 
Consolidated balance sheet (continued) 
31 December 2011 

(Expressed in Renminbi Yuan) 


LIABILITIES AND 


OWNERS’ EQUITY (continued) 2011 2010 
Equity attributable to shareholders of 

the parent 

Paid-in capital 3,157,264,020.00 3,103,712,377.00 

Capital reserves 354,360,135.56 319,805,463.00 

Surplus reserves 487 352,128.96 20 (200.0 13;10 

Retained earnings 88,327,490.20 164,756,442.24 


Non-controlling interests = jE 


Total equity 4,087,303,774./2 3,859,507,795.94 


TOTAL LIABILITIES AND 
OWNERS’ EQUITY 18,078,956,496.29 14,047,886,108.15 
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CSR Qingdao Sifang Co., Ltd. 
Consolidated income statement 

For the Year Ended 31 December 2011 
(Expressed in Renminbi Yuan) 


Revenue 

Less: Cost of sales 
Taxes and surcharges 
Selling and distribution expenses 
Adminstrative expenses 
Finance expenses 
Loss on asset impairment 

Add: Fair value gain 
Investment income 
Including: Investment income 

of associates 


Operating profit 
Add: Non-operating income 
Less: Non-operating expenses 
Including: Loss on disposal of 
non-current assets 


Total profit 
Less: Income tax 


Net profit 


Total comprehensive income for the year 


Total net profit/comprehensive income 
attributable to: 


Owners of the parent 


2011 
23,979,769,424.32 
20,109, 262,335.29 

98, 843,362.50 
535,289,676.49 
1,521,372, 739.11 
85,460,057.18 
21,935,3683.56 
4,569,141.62 
3,352,814.28 


__3,392,814.28 
1,615,527 ,830.07 


36,409,633.41 
1,384,010.53 


1,650,553,452.95 
__209,721,330.81 


1,440,832,122.14 
1,440,832,122.14 


1,440,832,122.14 


2010 


16,584,634,648.12 
14,419,583,639.53 
56,997,919.21 
315,290,015.95 
1,039,736,536.76 
(29, 137,761.32) 
7,919,052.02 


4,479,634.71 


4.479 ,634.71 


——— ee eee 


778,724,880.68 
65,827,301.18 
4,327,284.39 


3,033,193.86 


ee ee 


840,224, 897.47 
104,486,908.97 


a eS ee 


735,737,988.50 
735,737,988.50 


737,988.50 
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CSR Qingdao Sifang Co., Ltd. 
Consolidated statement of cash flows 
For the Year Ended 31 December 2011 
(Expressed in Renminbi Yuan) 


CASH FLOWS FROM OPERATING ACTIVITIES: 


Cash received from sale of goods and service 
rendered 

Cash received from tax refund 

Cash received relating to other operating activities 


Sub-total of cash inflows 

Cash paid for goods and services 

Cash paid to and on behalf of employees 
Cash paid for all types of taxes 

Cash paid relating to other operating activities 
Sub-total of cash outflows 

Net cash flows from operating activities 


CASH FLOWS FROM INVESTING ACTIVITIES: 


Cash received from sale of investments 
Net Cash received from disposal of fixed assets, 
intangible assets and other long-term assets 


Cash received relating to other investing activities 

Sub-total of cash inflows 

Cash paid for acquisition of fixed assets, 
intangible assets and other long-term assets 

Cash paid for other investments 


Sub-total of cash outflows 


Net cash flows from/(used in) investing activities 


nh 
| 
= 
= 


24,574,544 947.35 


367 ,852,600.34 
24,942 397,547.69 
20,694,870,066.22 


1,327,412,429.25 
937,307, 733.20 


949 ,386,851.20 


23,908,977 ,079.87 


1,033,420, 467.82 


50,000,000.00 


10,113,801.38 
878,254.211.34 


938,368 ,012.72 


637,975,923.34 


__ 637,975,923.34 


300 392,089.38 


19,342,572,902.51 
81,847.66 
385,818,146.34 


19,/28.472,896.51 
15,497 ,310,404.54 


939,828,004.26 
667,277,814.87 


784,726,211.02 


17,889,142 ,434.69 


1,839.330,461.82 


210,000,000.00 


296,404.00 


210,296,404.00 


879,498,581.17 
1,015,147,732.66 


1,894,646,313.83 


(1,684,349,909.83) 


CSR Qingdao Sifang Co., Ltd. 


Consolidated statement of cash flows (continued) 


For the Year Ended 31 December 2011 
(Expressed in Renminbi Yuan) 


CASH FLOWS FROM FINANCING ACTIVITIES: 


Cash received from capital contributions 
Cash received from borrowings 


Sub-total of cash inflows 


Cash repayments of borrowings 
Cash paid for distribution of dividends and for interest 
expenses 


Sub-total of cash outflows 


Net cash flows used in financing activities 


EFFECT OF CHANGES IN EXCHANGE RATE 
ON CASH AND CASH EQUIVALENTS 


NET INCREASE/(DECREASE) IN CASH AND CASH 
EQUIVALENTS 


ADD: BALANCE OF CASH AND CASH EQUIVALENTS 
AT BEGINNING OF YEAR 


BALANCE OF CASH AND CASH EQUIVALENTS AT 
END OF YEAR 


10 


ho 
Oo 
=h 
—_ 


210,700.00 
5,305,000,000.00 


9,305,210, /00.00 


3,976,655,997.45 


1,417,320,871.54 


2,393,9/6,466.99 


(88,765,/768.99) 


(21,787,887.54) 


1,223,258,900.67 


1,236, 767,982.13 


_2,460,026,882.80 


139,469,300.00 
11,637,865.37 


211,107,165.37 


1,236,399.15 


__831,094,773.88 


832,331,173.03 


(621,224,007.66) 


(341,009.11) 


(466,584,464.78) 


1,/03,352,446.91 


_1,236,/67,982.13 


CSR Qingdao Sifang Co., Ltd. 


Company balance sheet 
31 December 2011 
(Expressed in Renminbi Yuan) 


ASSETS 
Current assets 


Cash and cash equivalents 


Financial assets at fair value 


through profit or loss 
Bills receivable 
Accounts receivable 
Prepayment 
Other receivables 
Inventories 
Other current assets 


Total current assets 


Non-current assets 


Long-term equity investments 


Fixed assets 
Construction in progress 
Intangible assets 
Deferred tax assets 


Total non-current assets 


TOTAL ASSETS 


011 


2,933,933,490.92 
4,569,141.62 


3,205,561,942.36 

67,953,231.67 
3,216,981,661.01 
4,.714,929,845.17 


13,743,929,312.75 


376,662,283.37 
3,097,539,440.61 
347,703,142.76 
406,665,891.02 
79,885,624.88 


re Bk Be od 


4,308,456, 382.64 


52,385,695.39 


2010 


es 


1,467,380,358.56 


7,500,000.00 
1,454,842,906.17 
388,739,759.76 
4,064,397 ,220.45 
2,992,282 ,362.41 


20,000,000.00 


10,425,142,607.39 


310,241,669.09 
2,444,601 ,921.84 
424,766,771.58 
386, 776,421.97 


06,820,176.19 
3,623,206,960.67 


14,048,349,568.02 


CSR Qingdao Sifang Co., Ltd. 
Company balance sheet (continued) 
31 December 2011 

(Expressed in Renminbi Yuan) 


LIABILITIES AND OWNERS’ EQUITY 


Current liabilities 


Short-term loans 

Bills payable 

Accounts payable 
Advances from customers 
Payroll payable 

Taxes payable 

Dividends payable 

Other payables 


Non-current liabilities due within one year 


Total current liabilities 
Non-current liabilities 

Long-term loans 

Deferred tax liabilities 

Accrued liabilities 

Other non-current liabilities 
Total non-current liabilities 
Total liabilities 
Owners’ equity 

Paid-in capital 

Captial reserves 

Surplus reserves 


Retained earnings 


Total equity 


TOTAL LIABILITIES AND OWNERS’ QUITY 


Nh 
=| 
= 
—k 


1,400,000,000.00 
1,909,595,829.00 
7,020,462,333.77 
2,244,526,426.75 
2,119,763.61 
197,099,114.81 
38,184,801.58 
961,154,139.05 


294, 755,864.69 


13,627,898,273.26 


8,266,657.93 
685,371.24 
149,012,442.02 
179,056,158.39 


Se 


337,020,629.58 


13,964,918,902.84 


3,157,264,020.00 
354,360,135.56 
487,352,128.96 


88,490,508.03 
_4,087,466, 792.55 


18,052,385,695.39 


71,637 ,865.37 
1,446,475,271.72 
3,918,752,311.63 
3,828,684,625.60 

2,531,507.60 
132,144,466.88 
21,746,381.04 
476,570,531.37 


__60,646,481.20 


9,959, 189,442.41 


8,688,853.25 


220,994,132.16 
229,682,985.41 


10,188,872,427.82 


—_——) eS 


3,103,712,377.00 
319,805,463.00 
271,202,857.96 
164,756,442.24 





3,859,477,140.20 





14,048,349,568.02 


CSR Qingdao Sifang Co., Ltd. 
Company income statement 

For the Year Ended 31 December 2011 
(Expressed in Renminbi Yuan) 


Revenue 

Less: Cost of sales 
Taxes and surcharges 
Selling and distribution expenses 
Adminstrative expenses 
Finance expenses 
Loss on asset impairment 

Add: Fair value gain 
Investment income 
Including: Investment income 

of associates 


Operating profit 
Add: Non-operating income 
Less: Non-operating expenses 
Including: Loss on disposal of 
non-current assets 


Total profit 
Less: Income tax 


Net profit 


Total comprehensive income for the year 


13 


2011 
24,126,634,099.05 
20,280,642,255.29 

98, 723,631.57 
535,249,676.49 
1,497,865,405.88 
86,718,283.08 
21,935,383.58 
4,569,141.62 
6,232,340.94 


3,352,814.28 


1,616,300,945.72 
34,442,601.73 
1,384,010.53 


1,649,359,536.92 
208 364,396.99 


1,440,995,139.97 
1,440,995,139.97 


2010 
16,584,223,239.93 
14,419,207,661.04 

56 924,168.00 
314,858, 705.11 
1,035,974,568.63 
(27,311,717 .55) 
7,919,052.02 


4,755,536.32 
4,479,634.71 
781,406,339.00 
62,827,301.18 
4 327,284.39 
3,533, 193.86 


a es 


839,906,355.79 
104.199,023.03 


735,707,332.76 
735,707.332.76 
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CSR Qingdao Sifang Co., Ltd. 
Company statement of cash flows 

For the Year Ended 31 December 2011 
(Expressed in Renminbi Yuan) 


CASH FLOWS FROM OPERATING ACTIVITIES: 


Cash received from sale of goods and service 
rendered 

Cash received from tax refund 

Cash received relating to other operating activities 


Sub-total of cash inflows 


Cash paid for goods and services 

Cash paid to and on behalf of employees 
Cash paid for all types of taxes 

Cash paid relating to other operating activities 


Sub-total of cash outflows 

Net cash flows from operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES: 

Cash received from sale of investments 

Cash received from return on investments 

Cash received from disposal of fixed assets, 
intangible assets and other long-term assets 

Cash received relating to other investing activities 

Sub-total of cash inflows 

Cash paid for acquisition of fixed assets, 
intangible assets and other long-term assets 


Cash paid for other investments 


Sub-total of cash outflows 


Net cash flows from/(used in) investing activities 


16 


24,687 ,840,098.44 


2//,909,798.65 
24,965,749,.897.09 


20,808 ,321,799.29 
1,311,713,166.89 
933,531, 764.04 
988.100,164.34 


24,041,666,894.56 


924 083,002.53 


90,000,000.00 
2,8/9,526.66 


10,113,801 .38 
8/78,254.211.34 


941,247,539.38 
476,623,428.49 

63,067,800.00 
939,691,228.49 


401,556,310.89 


SS Be 


2010 


19,342,398,856.56 
81,847.66 
379,688,968.26 


19,722,169,672.48 
15,495,157,010.60 
938,570,164.67 
667 ,007,863.87 
725,622,738.59 
17,826,357,777.73 


1,895,811,894.75 


210,000,000.00 


296,404.00 
34,000,000.00 


oo We SE 


244 296,404.00 
700,198,168.66 
_1,315,147, 732.66 


2,015,345,901.32 


(1,771,049,497.32) 


CSR Qingdao Sifang Co., Ltd. 

Company statement of cash flows (continued) 
For the Year Ended 31 December 2011 
(Expressed in Renminbi Yuan) 


CASH FLOWS FROM FINANCING ACTIVITIES: 


Cash received from capital contributions 
Cash received from borrowings 


Sub-total of cash inflows 


Cash repayments of borrowings 
Cash paid for distribution of dividends and for interest 
expenses 


Sub-total of cash outflows 


Net cash flows used in financing activities 


EFFECT OF CHANGES IN EXCHANGE RATE 
ON CASH AND CASH EQUIVALENTS 


NET INCREASE/(DECREASE) IN CASH AND CASH 
EQUIVALENTS 


ADD: BALANCE OF CASH AND CASH EQUIVALENTS 
AT BEGINNING OF YEAR 


BALANCE OF CASH AND CASH EQUIVALENTS AT 
END OF YEAR 


7 





2011 2010 
210,700.00 139,469,300.00 
5 .305,000,000.00 __71,637,865.37 
5 .305,210,700.00 211,107,165.37 
3,976,655,597.45 1,236,399.15 
1,418,102,083.07 831,094.773.88 
5 .394,757,680.52 832,331,173.03 
(89,546,980.52) (621,224,007.66) 
(21,787,887.54) | (341,009.11) 
1,214,304 445.36 (496,802,619.34) 
1,206,549,827.57 1,703,352,446.91 
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Enterprise’s Code of Business Ethics 


CSR Qingdao Sifang Co., Ltd. (hereinafter referred to as “CSR Sifang”), a 
first-level core subsidiary of CSR Corporation Limited, is China’s 
industrialization base for high-speed trains, leading company in the design 
and manufacture of high-class railway passenger coaches, as well as 
China’s designated manufacturer of urban rail transit and metro vehicles 
and important export base for rail transit equipment. We treat the Pursing 
Excellence and Being Honest to All as the enterprise’s spirit, confirm the 
product quality and operation safety as the core. Adhere to independent 
innovation, improve the management level and operation efficiency 
constantly. Persist in the manufacturing concept of detail orienting, 
process focusing, operation standardizing and lean manufacturing. 
Dedicate to the rail transportation equipment manufacturing industry of 
high speed, safety, environmental protection and ride comfort. Create 
success for personnel, create value for customers, create fortune for 
shareholders and create civilization for society. 


Document of 
CSR Qingdao Sifang Co., Ltd. 


NCSFR [2007] No. 4 


Notice on Issuing of Code of Professional 
Conduct for Employees 


All Functional Departments: 


As approved by the President Affairs Meeting, we have issued the Code 
of Professional Conduct for Employees, hoping all units to convey 
company requirements seriously, organize staff (including the labor 
dispatch) learning, keep records of learning, carry out discussion and 
strengthen publicity of typical cases as well as enhancing staff quality 
comprehensively to meet the requirements of the company’s rapid 
developing situation with this opportunity. 


Attachment: Code of Professional Conduct for Employees 


January 10, 2007 


Attachment: 


Code of Professional Conduct for Employees 


Chapter 1 General principle 


Article 1 This code is formulated for the purposes of further improving the civilized 
behavior and comprehensive quality of company staff, establishing a good corporate 
image, building a staff troop that “are proficient in the system, business, process and 
skills and stick to the core principles of high efficiency, orderliness, bearing in mind the 
overall interests, collaboration, entrepreneurial spirit and creating first class products’, 
normalizing the professional behaviors of all employees including the professional 
ethics, appearance and manners and operating discipline etc. and constructing 
harmonious company. 


Article 2 This code applies to all the regular employees, labor dispatch as well as 
other staff who work in the company. 


Chapter 2 General Code of Professional Conduct for 
Employees 


Article 3 Be poised and graceful, neatly dressed. Put on overalls (work clothes) 
during working hours, wear the name tag and keep it clean. 


Article 4 Use standard languages and keep good manners. Speak Mandarin in 
the work, use the language of civilized norms during business talk and making phone 
calls, and keep the pitch of voice natural and clear. No loud noise in the workplace. 


Article 5 Maintain correct posture and presentable appearance. Decent standing, 
sitting and walking postures, straight in standing, elegant in sitting and sedate in 
walking. It is strictly prohibited to wear slippers in the company. When walking on the 
sidewalk, form in rows for two people, and form in lines for three and more people. 


Article 6 Passionate in work and devoted to duty. Love the job and build an 
occupational sense of honor, sense of responsibility and enterprising spirit based on 
the post. Be proficient in business, technically skilled, conscientious and meticulous, 
highly efficient and highly beneficial and complete all tasks successfully according to 
the business process. 


Article 7 Observe regulations and discipline, and be self-disciplined. Learn 
articles of corporation carefully and hew to company’s management regulations and 
systems to work and handle matters according to regulations. VVork selflessly for the 
public interest, be diligent and honest. 


Article 8 Be early for duty and make adequate preparation. Be 10 minutes earlier 
for work to do the cleaning and make preparations. Do not be late for work or leave 
early from work. Ask for a leave in advance in case of private affairs. 


Article 9 Respect and promote science, and stay realistic and pragmatic. Do not 
be superstitious, and keep out of evil cult gangs and all cult activities. No cliques, 
promote justice and conscientiously resist various kinds of undesirable impacts. 


Article 10 Be organized and devoted to enterprising. Firmly establish the idea of 
“global game”, bring the team spirit into full play and work with one mind with mutual 
support. Endeavor to complete one’s own work and give others a helping hand, 
creating first-rate working performance. 


Article 11 Be brave to explore, and struggling to develop. Contribute ideas and 
exert efforts for company development and management effect, including rational 
proposals, technical innovation, management innovation and frugal innovation etc. 


Article 12 Love the company and seek for common development. Appreciate 
enterprise culture, especially the enterprise spirit of “Pursuit of excellence, CSR in 
good faith”. Have a collective sense of honor and do not release negative affirmations 
or other information that has nothing to do with the work on the Intranet. 


Article 13. ~—-Be loyal to our motherland and do not insult national dignity. Maintain 
good image when going abroad or meeting foreign guests. Strictly observe the 
disciplines related to foreign affairs, pay attention to diplomatic etiquette and be decent 
without insulting national dignity. When taking activities in foreign countries, you 
should abide by local laws and regulations, customs and religious belief to maintain 
the benefit and reputation of the country and company. 


Chapter 3 Code of Professional Conduct for Management 
Personnel 


Article 14 Keep the office clean and tidy with facilities and equipments organized 
neatly in good order. 


Article 15 Perform work designedly and systematically according to the order of 
priority. Complete the work plan and seek for work quality and work efficiency. 


Article 16 —_— Be strict and conscientious for work without giving orders in violation of 
regulations. During working hours, do not engage in things that are irrelevant with the 
job on the internet. No dropping around, hanging about and chatting during working 
hours. Improper pictures are not allowed to be set for computer screen savers. No 
smoking in public places, maintaining good working order and working environment. 


Article 17 Provide service to the clients and grassroots units with full enthusiasm, 
and reply the questions raised by the clients and grassroots units promptly in a 
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controlled time without buck passing and delay. For general questions, the reply shall 
be provided in three days; for major issues, solutions or results shall be provided in 
one month. 


Article 18 When attending meetings convoked by the company, enter the meeting 
house 5 minutes earlier. It is not allowed to receive and make calls or whisper to each 
other during the meeting. Turn the cell phone off or keep it in silent mode. When the 
meeting is over, let the leaders and guests to go first, and then leave the meeting 
house orderly after putting the seats back into place. 


Article 19 Vhen going out for official businesses, be strict with yourself and place 
the company benefit at the first. Never give promises for the problems that can not be 
solved within the limits of your powers and out of jurisdiction. On the premise of 
corporate interest, the various kinds of contracts and agreements signed on behalf of 
the company must be handled according to the business process within the scope of 
authority. Prohibit power corruption and damaging of corporate interest and 
management effectiveness. 


Article 20 For system execution, ensure proper implementation and regular 
inspection. On discovery of improper behaviors of others, stop them or provide 
feedback on site or promptly. 


Article 21 = After work, turn the lights off and lock the door to ensure safety, leaving 
no hidden trouble. 


Chapter 4 Code of Professional Conduct for Professional 
Technical Staff 


Article 22 | Keep pace with the times, dare to be innovative, be diligent in study, be 
rigorous and careful, be self-dependent and scale new heights. 


Article 23 = Strictly observe the Confidentiality and Non-Compete Agreement, keep 
business and technology secret of the company and fulfill the commitment of 
noncompetition. Say what you should say and do what you should do without asking 
about what you should not ask. 


Article 24 Complete the tasks assigned by the department (unit) in a high-quality 
way, avoid stupid mistakes and quality errors that are not supposed to happen and do 
not repeat working errors. 


Article 25 Technical agreements that are signed on behalf of the company shall 
place the company benefit at the first. Prohibit power corruption and damaging of 
corporate interest. Handle affairs in strict compliance with the procedures and rules. 


Article 26 Be generous in providing grass-root technical services and solve the 
technical issues from grass roots in an earnest and rapid way. 
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Chapter 5 Code of Professional Conduct for Skill 
Operating Staff 


Article 27 During working hours, wear labor protection articles, observe the safe 
operating procedures and strictly prohibit commands and operations that are against 
job regulations. Bear in mind the work safety guideline “Safety first, precaution 
crucial’. 


Article 28 Develop good work habits, perform work in strict accordance with the 
drawings and process documents, follow close to the line of self-checking system and 
comply with process disciplines. Do not produce nonconforming products, do not 
accept nonconforming products and do not deliver nonconforming products. Pile up 
various kinds of accessories and products according to provisions (quantitation and 
identification) to ensure that the tasks are completed, materials are cleared and the 
site is clean with regular machines in good maintenance state. 


Article 29 Attend slogan shouting in queues on time before morning shift. Follow 
directions and attach importance to cooperation. Bear in mind the collective 
consciousness and sense of honor. Complete the production task of the day on time 
with guaranteed quality and quantity, keep record of various kinds of source 
documents and sort them out. 


Article 30 = Strictly abide by labor disciplines. It is strictly forbidden to carry water 
cups when working on the procedure line and in the vehicle or do things that are 
irrelevant with the job during working hours. Do not take operational tools or 
instruments from other teams and groups or other colleagues. 


Article 31. Keep the rest room and changing room clean, tidy and in order. 


Chapter 6 Code of Professional Conduct for Staff 
Providing Supporting Service 


Article 32 Perform work with chariness and responsibility. No loud noise in the 
working place. It is not allowed to intrude upon the operation service of others, leave 
work without authorization, read books and magazines that are irrelevant with the 
work or handle private affairs in the company. 


Article 33. Do not make phone calls that have nothing to do with the business 
during working hours. Keep the conversation time as short as possible when 
answering phone calls that have nothing to do with the business. 


Article 34 Place the company benefit at the first. It is forbidden to take company 
information, equipments, accessories (spare parts), apparatus and consumable 
materials for own use or sell off. These things can not be carried out without prior 
approval. 


Article 35 Personal belongings that are irrelevant with the work shall not be 
brought into the company. Entertainment activities are not allowed to be held in the 
work place, unless otherwise approved. 


Article 36 Tools and articles borrowed for personal use of the staff shall be kept 
properly without dismounting or retrofitting at discretion. 


Article 37 Personnel without operation qualification are not allowed to operate 
related equipments or apparatus of the company. 


Article 38 The area that is held responsible shall be kept clean and tidy at all times. 
The auxiliary equipments and supplies in the work place shall be kept in good 
condition. 


Article 39 Save water, electrical energy and office supplies. Attach importance to 
electrical safety and take good care of the lamp tubes, sockets, switches and other 
electric facilities. It is forbidden to dismantle, remove or pull pipelines disorderly. 


Article 40 Maintenance shall be carried out for all the equipments and apparatus 
according to regulations to ensure safe and smooth operation. 


Chapter 7 Penalty Provision 


Article 41 ~— All _ units shall appoint special personnel to be in charge of the 
management of professional behaviors of the staff and establish a database for the 
professional behavior record of the staff. If the employee violates the corporate code 
of conduct, when the circumstances are rather serious, appropriate punishment shall 
be given to the employee according to the penalty clauses in the management 
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standards Administrative Provisions on Labor Discipline and Rewards and 
Punishments of Labor Management of the company, and it will be credited to the bad 
behavior records for one time (Key Behavior Index of Performance Appraisal) with the 
job competence level of the operating personnel down a _ level; when the 
circumstances are relatively minor, the employee will be given a prompting notification. 
If there are more than 3 times (incl.) of prompting notifications in a year, the employee 
will be given the wages for level 1 post, and it will be credited to the bad behavior 
records for one time with the job competence level of the operating personnel down a 
level. Employees who have bad behavior records for three times (incl.) shall enter the 
training of the internal labor market in the company. For employees in this case who 
are not self-disciplined and again have bad behavior record for one time within half 
year on working position after the training, the labor contract will be terminated. 
Employees who have no bad behavior record within the half year after degradation 
punishment may propose the application on his own to recover the wages level after 
approved by the company and reported to the HR Department. 


Chapter 8 Supplementary Articles 


Article42 The human resources department shall be held responsible for the 
interpretation of this Code. 


Article 43. =This Code shall come into force as of the issuing date. 


Key words: Professional, behavior, code, notice 
General Manager Office of CSR Sifang Co., Ltd. Issued on January 11, 2007 
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CSR QINGDAO SIFANG CO.,LTD. 


Probity and Mutual 


Protection Agreement 


Party A: CSR Qingdao Sifang Co., Ltd. Party B: 


Legal representative: Legal representative: 


Zhang Zaizhong 


Address: No.88, Jinhong East Road, Chengyang District, Qiangdao City 


Address: 


Both parties sign this agreement according to relevant laws and regulations as well as 
regulations on construction of a clean and honest administration to standardize the 
business contact between both parties related to procurement of materials, accessories 
and procurement of equipment and tools etc., to prevent various illegal acts and 
disciplinary offences for seeking improper benefits, and to protect lawful rights and 
interests for both parties. 

Article 1 Responsibilities of both parties 

(1) Strictly abide by laws, regulations and polices related to market access, project 
tendering and bidding, as well as various regulations on construction of a clean and 
honest administration. 

(2) Strictly enforce the procurement contract documents, and consciously abide by the 
contract. 

(3) Business activities must adhere to open, fair, equal, honest and transparent 
principles, and shall not damage the interests of both parties for obtaining improper 
interests and shall not breach relevant industry regulations. 

(4) If one party find that the other party violated rules, disciplines and laws, they should 
timely remind the other and resist consciously; it should be reported to its supervision 
department or superior department to correct if the dissuasion is invalid; in serious cases, 
it should be reported to discipline inspection and supervision, judicial authorities. 

Article 2 Responsibilities of Party B 

Party B shall keep the normal business contact with Party A and promote business work 
according to the relevant laws and regulations. Party B shall strictly enforce the relevant 
regulations and policies related to materials and accessories procurement, equipment 
and tools procurement, and obey the following rules: 

(1) It is forbidden to give Party A, representatives of Party A, relevant units or any 
individual cash, retail vouchers, securities, membership card, valuables and commission, 
benefits and thanks fee etc. for any reason. 

(2) It is forbidden to pay any expense bills which shall be paid by the other party or the 
individual, for Party A and representatives of Party A and relevant units for any reason. 
(3) It is forbidden to provide convenience for personal housing decoration, wedding and 


funerals, spouses and children work arrangements and going abroad (boundary), 


tourism for Party A, representatives of Party A, relevant units or the individual. 

(4) It is forbidden to arrange feast, fitness, entertainment etc., which may affect the fair 
execution of business, for Party A, representatives of Party A, the relevant units or the 
individual for any reason. 

Article 3. Responsibilities of Party A 

Party A shall keep the normal business contact with Party B and promote business work 
according to the relevant laws and regulations. Party B shall strictly enforce the relevant 
regulations and policies related to materials and accessories procurement, equipment 
and tools procurement, and obey the following rules: 

(1) It is forbidden to claim or accept commission, cash, securities, valuables and benefits, 
thanks fee etc. from Party B and relevant units. 

(2) It is forbidden to submit any expense bills, which shall be paid by Party A or individual, 
to Party B and relevant units. 

(3) It is forbidden to ask, imply or accept that Party B and relevant units provide 
convenience for personal housing decoration, weddings and funerals, spouses and 
children work arrangements and going abroad (boundary), tourism etc. 

(4) It is forbidden to participate in feast, fitness, entertainment and other activities which 
may affect the fair execution of business, held by Party B and relevant units. 

(5) It is forbidden to ask Party B to make spouse, children, relatives participate in 
business activities of related equipment, materials, sub-contract, labor activities. It is 
forbidden to recommend sub-contract list to Party B and relevant units or ask Party B 
and relevant units to use purchase some kind of materials and equipment etc. not 
specified in the project contract for any reason. 

Article 4 Default liability 

(1) If any representative staff of Party A violate the Article 1 and 3 in this Letter of 
Responsibility, give them the Party and government discipline or organization 
punishment according to administration authority and the relevant laws and regulations; 
if they are suspected criminal, hand over them to the judicial authority; if they cause 
Party B economic losses, they shall make indemnification or compensation. 

(2) If any staff of Party B violate the Article 1 and 2 in this Letter of Responsibility, give 


them the Party and government discipline or organization punishment according to 


administration authority and the relevant laws and regulations; if they are suspected 
criminal, hand over them to the judicial authority; if they cause Party A economic losses, 
they shall make indemnification or compensation; and the supplier qualification of Party 
B shall be cancelled. 

Article 5 This agreement has the equal legal effect as the Project Contract, and shall 
take effect after being signed by both parties. 

Article 6 This agreement shall be effective until the end of cooperation of both parties. 
Article 7 This agreement shall be made in 4 copies. Both parties each hold 1 copy, 


and the supervision units of both parties each hold 1 copy. 


Party A (Stamp): Party B (Stamp): 

Authorized representative (Signature): Legal representative (Signature): 
Tel: Tel: 

Date: Date: 

Supervision unit of Party A (Stamp): Supervision unit of Party B (Stamp): 
Supervision Tel: Supervision Tel: 


Date: Date: 


CSR AMERICA, INC. | 








NOTE: The Authority reserves the right to audit compliance with respect to each of the required 
statements and certifications in the forms submitted by Offerors, including but not limited to the 
Domestic U.S. Content Certification, Domestic U.S. Content Worksheet, and Final Assembly of 
Production (Non-Pilot) Vehicles in Massachusetts. 


Ouestions C ing Eligibilit 


Provide short answers (and attach relevant documents) to the following questions and requests: 


L. 


Attach relevant Certificate of Good Standing from the Secretary of State of the 
Commonwealth of Massachusetts. 

Please refer to the attachment. 

Provide the names and telephone numbers of all business owners, shareholders if not a 
publicly held corporation, and/or members if a limited lability company. 

CSR America Inc. is the wholly-owned subsidiaries of CSR Qingdao Sifang Co., 
Ltd. The Chairman of CSR Qingdao Sifang Co,, Ltd is Mr. Zhang Zaizhong, Tel: 
+86-532-87801316 

Provide the names, title and telephone numbers of all officers. 


CEO &President ‘| Ni Shengyi 


CFO&Vice President 





~ Telephone Number 











+86-10-68953721 
+86-10-87805720 


Has the business or an owner or shareholder of the business ever had a prior contractual 
relationship with the MBTA? If yes, please describe relationship. 
No. 
Has the business or an owner or shareholder of the business ever been in default of any 
obligations under a contract with the MBTA, any other Massachusetts state agency or any 
federal agency? If yes, please describe the circumstances. Please indicate whether tt 
resulted in a termination for cause. 
No. 
Have any of the business owners, shareholders, or officers ever been convicted of felony 
violations of Federal, state or local laws? If yes, please describe the circumstances. 
No. 
Are there any pending recent law suits against the business or any of its owners or 
shareholders? If yes, please describe the circumstances. 
No. 
Provide the name, address, account number, contact person and telephone number of the 
insurance agent responsible for procuring insurance required by the Solicitation 
Documents. 
Contact person: Sarah Leet, AU | Client Representative 

Marsh | National Brokerage 











SECTION B 





Address: 411 E. Wisconsin Ave., Ste. 1600, Milwaukee, WI 53202, USA 
Contacting information: Tel 414 290 4728 | Fax 414 290 4960 | 
sarah.e.leet@marsh,com 
www.marsh.com | Marsh USA, Inc. 
ue Provide the name, address, contact person and telephone of three business credit 
references, including but not limited to your primary banking institution, 
1, Name: Bank of China, Los Angeles 


Address: 444 S. Flower Street, 39th Floor, Los Angeles, CA 90071 
Contact person; Liu Xiaofeng 
Contact information: Tel: 213-688-8700 ext. 279 
Fax: 213-688-7720 
Email: XFLU@BOCUSA.COM 
2. Name: Property 
Address: 300 North LaSalle | Suite 1825 | Chicago, IL 60654 
Contact person: Liz Westcott 
Assistant Property Manager 
Hines 
Contact information: P 312.379.6403 | F 312.467.9580 | M 312-379-6400 
Liz.Westcott@hines.com 
3. Name: Insurance Company 
Address: 411 E. Wisconsin Ave., Ste. 1600, Milwaukee, WI 53202, USA 
Contact person: Sarah Leet, AU | Client Representative 
Marsh | National Brokerage 


Contact information: 414 290 4728 | Fax 414 290 4960 | sarah.e.leet@marsh.com 
www.marsh.com | Marsh USA, Ine. 


4. Name: Law Office 


Address: 225 W. Washington, Suite 2600 
Chicago, Illinois 60606 (USA) 


Contact person: Amber Liu | Attorney and Counselor at Law 
Miller Canfield 


Contact information: T +1.312.460.4226 | F +1.312.460.4201 | Mobile 
+1.312.731.8924 


liu@millercanfield.com 





10, Has the business or any of the business’s owners or shareholders ever filed for bankruptcy 
or invoked insolvency proceedings under state law? 
No. 

ll. Provide the last three (3) years of audited financial statements, or reasonable equivalent of 


the Offeror. If the Offeror is a joint venture or other combination of business entities, 
provide the last three (3) years audited financial statements for each entity. 


Please refer to the attachment. 


12. Provide the business’s current code of business ethics or equivalent. 
Please refer to the attachment. As being a wholly owned corporation of CSR Qingdao 
Sifang Co., Ltd, CSR America does adhere to CSR Qingdao Sifang’s business code of ethics 
as corporate policy. 
13. Provide the responses to Questions Nos. 1 through 12 for all proposed suppliers of major 
subsystems identified in response to Tab I.1 — Technical Approach. 
Done 
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| — y; State House, boston, Massachusetts. 027388 
William Francis Galvin 
Secretary of the 
Commonwealth 


April 25, 2014 
To Whom It May Concern: 


T hereby certify that the records of this office show that 
CSR AMERICA, INCORPORATED 
a corporation organized under the laws of [Illinois on September 10, 2010 was qualified to do 
business in this Commonwealth on April 10, 2014 under the provisions of the General Laws, 


and I further certify that said corporation is still qualified to do business in this Commonwealth, 


I also certify that said corporation is not delinquent in the filing of any annual reports 
required to date, 


In testimony of which, 
I have hereunto affixed the 
Great Seal of the Commonwealth 


on the date first above written. 


Hl F prune filet 


Secretary of the Commonwealth 
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Audit Report 
Ernst & Young (2014) Audit No. 60626562_J10 
CSR Qingdao Sifang Co., Ltd.: 


We have audited the attached financial statements of CSR America, Incorporated prepared according to 
the preparation basics described in note 2, which comprise the balance sheet as of 31 Dec. 2013, the 
profit statement of 2013, statement of changes in shareholders’ equity, cash flow statement and the 
notes to the financial statements. 


|. Management's Responsibility for the Financial Statements 


The management of CSR America, Incorporated is responsible for the preparation of these financial 
statements and fair presentation. These responsibilities include: (1) preparing financial statements 
according to the preparation basics described in note 2 and make them a fair presentation; and (2) 
designing, implementing and maintaining internal control relevant to the preparation of financial 
statements that are free from material misstatement, whether due to fraud or error. 


ll. Auditor's Responsibility 


Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with the Standards on Auditing for Certified Public Accountants. 
Those standards require that we comply with ethical requirements and plan and perform the audit to 
obtain reasonable assurance whether the financial statements are free from material misstatement. 


An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal contro! relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 
of the entity's internal control. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of accounting estimates made by management, as well as 
evaluating the overall presentation of the financial statements. 


We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 


A member firm of Ernst & Young Global Limited 
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Audit Report (Continued) 





Ernst & Young (2014) Audit No. 60626562_J10 


II. Audit Opinion 


In our opinion, the financial statements of CSR America, Incorporated have been prepared, in all 
material aspects, according to the preparation basics described in note 2, which give a fair view of the 
Company's financial position as of 31 Dec. 2013 and the Company's operating results and cash flows for 
2013. 


This report is used within CSR Qingdao Sifang Co., Ltd. only. Without prior written consent, this report 
shall not be used for other purposes or by other parties, or referenced or distributed for other purposes. If 
an unauthorized individual or other third party insists on depending on the content of this report by any 
methods, he shall solely bear all risks caused by this and we assume no responsibility. This paragraph 
does not affect the published audit opinion. 


mr aes ea \ 


Ernst & Young (Special general partnership) Chinese Certified Public Accountant: Yang 
Shujuan 
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Chinese Certified Public Accountant: Li 
Huihua 


Beijing, China March 12, 2014 


A member firm of Ernst & Young Global Limited 


CSR America, Incorporated 


Balance Sheet 











December 31, 2013 
Yuan RMB 

Assets Note 5 2013 
Current assets 

Monetary assets 1 12,5711,573:72 

Prepayment 2 105,903.24 

Other receivables 3 121,938.00 
Total of current assets 12,739.414.96 
Total assets 12,739,414.96 

abilities and owners’ equi 

Current liabilities 

Accrued tax 5 134,420.79 
Total of current liabilities 134,420.79 
Total liabilities 134,420.79 
Owners’ equity 13,067,800.00 

Paid-in capital 6 383,922.00 

Retained earnings 7 (846,727.83) 

Translation reserve 
Total of owners’ equity 12,604,994 17 
Total of liabilities and owners’ 12,739,414.96 
equity 
Notes on page 7 through page 29 are part of this financial statement 
Financial statements on page 3 through page 29 are signed by: 

Ve 

Legal representative: Chief accountant: Head of accounting department: q 
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Operation revenue 
Minus: Management fee 
Financing expenses 


Operating profit and total profit 
Minus: Income tax expense 


Net profit 
Other comprehensive loss 


Total comprehensive income 


Notes on page 7 through page 29 are part of this financial statement 


CSR America, Incorporated 
Profit Statement 
Year 2013 
Yuan RMB 


Note 5 
8 
9 


10 


4 


2013 
1,711,024.00 
1,141,684.34 

3,720.37 


565,619.29 
182,198.01 


383,421.28 
(362,539.35) 
20,881.93 


|. Balance at the start of this year (unaudited) 


ll. Increased or decreased amount of this 
period 
(1) Net profit 
(2) Profit and gains and losses recognized 
directly in owners’ equity 

1. Translation reserve 
Total comprehensive income 


\\|. Balance at the end of this year 


CSR America, Incorporated 


Statement of Changes in Shareholders’ Equity 


Year 2013 

Yuan RMB 
Paid-in capital Retained earnings 
13,067,800.00 500.72 
- 383,421.28 
- .___:983:421.28 
13,067 ,800.00 383,922.00 


Notes on page 7 through page 29 are part of this financial statement 


Translation reserve 


(484,188.48) 


— (862,539.35 
—_ (862,539.35 


| (846,727.83) 


Total of owners’ 
equity 


12,584,112.24 


383,421.28 


(362,539.35) 


20,881.93 


12,604,994.17 


CSR America, Incorporated 
Statement of Cash Flow 


December 31, 2013 
Yuan RMB —-s 
Note 5 2013 
|. Cash flow from operations 

Cash from selling commodities or 1,711,024.00 
offering labor 
Other cash received relating to 23,079.01 
operating activities 
Subtotal of cash inflows from 1,734,603.01 
operating activities 
Cash paid to and for employees 254,479.77 
Cash paid for taxes and surcharges 80,375.50 
Cash paid for office rent 664 835,14 
Cash paid for insurance expenses 122,519.09 
Cash paid for service charge to 85,781.92 
intermediary agency 
Cash paid for other operating activities 214,366.38 
Subtotal of cash outflows from 1,422,357.80 
operating activities 
Net amount of cash flow generated 11 312,245.21 


from operating activities 


ll. Net amount of cash flow generated from 
investing activities 


Il]. Net amount of cash flow generated from 
financing activities 


VI. Impacts of change in exchange rate on (362,539.35) 
cash and cash equivalents 
V. Net decrease of cash and cash (50,294.14) 
equivalents 
Plus; beginning balance of cash and 12,561,867.86 
cash equivalents 
IV. Closing balance of cash and cash 12 12,511,573.72 
equivalents 


Notes on page 7 through page 29 are part of this financial statement 
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CSR America, Incorporated 
Notes to Financial Statement 
December 31, 2013 
Yuan RMB 


General Information 


CSR America, Incorporated ("the Company") is a limited liability company established in 
Chicago, Illinois US on September 17, 2010 (Enterprise registration number: EIN33-1218972) 
with the legal representative being Ni Shengyi and the registered capital being 2 million US 
dollars. The place of registration of this company is LASALLE Street, Chicago, Illinois US. 


Business scope of the company: marketing and after-sales service of EMU, urban rail transit 
vehicles and accessories. 


The holding parent company of the company is CSR Qingdao Sifang Co., Lfd. established in 
China and the ultimate holding company is CSR founded in China. 


Preparation Basics of Financial Statement 


The Company adopted Accounting Standards for Business Enterprises - Basic Accounting 
Standard issued by the Ministry of Finance in February 2006 and 38 detailed accounting rules 
as well as subsequently issued application guides, interpretation and other relevant regulations 
(collectively referred to “Accounting Standards for Business Enterprises’). 


According to the requirements from the user of the statement, comparative figures for 2012 are 
not listed in this statement. 


In addition to the above, the financial statements present fairly and fully, the financial position of 
the company as of December 31, 2013 and the financial results and the cash flows for 2013 in 
accordance with Accounting Standards for Business Enterprises. 


The financial statements are presented on a going concern basis, 


Except for certain financial instruments the Company's accounts have been prepared on an 
accrual basis using the historical cost as the basis of measurement. If the assets are impaired, 
depreciation reserves should be made according to relevant provisions. 





The financial statements present fairly and fully, the financial position of the company as of 
December 31, 2013 and the financial results and the cash flows for 2013 in accordance with 
Accounting Standards for Business Enterprises, 


it. 
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Significant Accounting Policy and Accounting Estimate 


Financial information presented in the 2013 accounting statement of our company is prepared 
according to the following significant accounting policy and accounting estimate, which is 
prepared according to the enterprise accounting rule. 


Accounting period 
The fiscal year of the Company runs from 1 January to 31 December of each calendar year. 
Bookkeeping currency 


The company’s recording and presentation currency is Renminbi ("RMB"). Unless otherwise 
stated, the unit of the currency is Yuan. 


Cash and cash equivalents 


Cash refers to cash on hand and cash in bank that can be readily used for payment at any time: 
cash equivalents are short-term, highly liquid investments held by the company, that are readily 
convertible to known amounts of cash and which are subject to an insignificant risk of changes 
in value. 


Foreign currency transaction and translation of foreign currency statements 


For overseas businesses, the company translates its functional currency into RMB when 
preparing financial statement: the asset and liability items in the balance sheets shall be 
translated at a spot exchange rate on the balance sheet date. Among the owner's equity items, 
except the ones as "undistributed profits", others shall be translated at the spot exchange rate 
at the time when they are incurred; the income and expense items in the profit statements shall 
be translated at the current average exchange rate of the transaction date. The balance arisen 
from the translation of foreign currency financial statements in compliance with the aforesaid 
items shall be recognized as other comprehensive incomes and presented separately under 
the owner's equity item of the balance sheets. When disposing overseas businesses, other 
comprehensive incomes related with those overseas businesses are transferred into disposal 
profits and losses and those that are partly disposed are calculated according to the disposal 
proportion. 


Foreign currency cash flows and the cash flows of foreign subsidiaries are translated using the 
current average exchange rate for the period when the cash flows occur, The effect of 
exchange rate changes on cash is separately presented as an adjustment item in the cash flow 
statement. 
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Significant Accounting Policy and Accounting Estimate (Continued) 
Financial instruments 


Financial instruments refer to the contracts under which the financial assets of an enterprise 
are formed and the financial liability or right instruments of any other entity are formed. 





When the company becomes a party to a financial instrument, it shall recognize a financial 
asset or financial liability. 


Where a financial asset satisfies any of the following requirements, the recognition of it (or part 
of it, or part of similar financial assets) shall be terminated, which means writing off the financial 
asset or financial liability from the account or balance sheet of the company: 


(1) The rights to receive cash flows from the financial assets have expired; 


(2) the company has transferred its rights to receive cash flows from the asset, or has 
assumed an obligation to pay them in full without material delay to a third party under a 
“pass-through” arrangement; or either (a) has transferred substantially all the risks and 
rewards of the asset, or (b) has neither transferred nor retained substantially all the risks 
and rewards of the asset, but has transferred control of the asset. 


If the responsibility of the financial liability is performed, canceled or expires, the financial 
liability is derecognized. When an existing financial liability is replaced by another from the 
same lender on substantially different terms, or the terms of an existing liability are substantially 
modified, such an exchange or modification is treated as a derecognition of the original liability 
and a recognition of a new liability, and the difference between the respective carrying amounts 
is recognized in the income statement. 


Financial assets purchased and sold in the regular course are recognized and derecognized on 
the trade date. The regular course of purchases and sales of financial assets means 
transactions that require delivery of assets within the period agreed in the contract or generally 
established by regulations or conventions in the marketplace. The trade date is the date the 
company commits to purchase or sell the assets. 
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Significant Accounting Policy and Accounting Estimate (Continued) 
Financial instruments 
Classification and measurement of financial assets 


Financial assets of the company are classified at initial recognition as follows: financial assets 
measured by fair value and whose fiuctuations are included in current profit and loss, 
held-to-maturity investment, loan or receivables, available-for-sale financial assets, derivative 
instruments designated as effective hedging instruments. Financial assets are measured by fair 
value at initial recognition. For financial assets measured by fair value and whose fluctuations 
are included in current profit and loss, related transaction costs are recognized as profits and 
losses of the current period: related transaction costs incurred by other types of financial assets 
are recognized as initial recognition costs. 


Subsequent measurement of financial assets depending on their classifications: 


Financial assets measured by fair value and whose fluctuations are included in current profit 
and loss 

Financial assets measured by fair value and whose fluctuations are included in current profit 
and loss consist trading financial assets and financial assets measured at initial recognition by 
fair value and whose fluctuations are included in current profit and loss. Trading financial assets 
are financial assets satisfying one of the following conditions: the purpose to obtain the financial 
assets is to sold off in a short period; they are belonged to a part of a combination of centralized 
and identifiable financial instruments, and objective evidence shows that the corporation 
recently manages the combination to obtain short-term profit; they are belonged to derivative 
instruments, but except for derivative instruments designated as and being the effective 
hedging tools, derivative instruments belonged to financial guarantee contract, derivative 
instruments linked up with equity instrument investment that is not quoted on an active market 
and whose fair value cannot be measured reliably and settled by delivering this equity 
instrument. For this type of financial assets, they are subsequently measured by fair value, and 
realized and unrealized profits and losses are recognized as profits and losses of the current 
period. Dividends or interest income related to financial assets measured by fair value and 
whose fluctuations are included in current profit and loss are recognized as profits and losses 
of the current period. 


Held-for-maturity investment 

Held-for-maturity investment is the non-derivative financial asset that the company has a clear 
intention and ability to hold for maturity with fixed or determinable maturity date and 
recoverable amount. For this type of financial assets, they are subsequently measured by 
effective interest method according to amortized costs, whose amortization or impairment and 
gains or losses produced at final recognition are recognized as profits and losses of the current 
period. 
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Significant Accounting Policy and Accounting Estimate (Continued) 


Financial instruments (Continued) 


Classification and measurement of financial assets (continued) 


Loans or receivables 

Loans or receivables are the non-derivative financial assets with fixed or determinable 
recoverable amount, which are not quoted on an active market. For this type of financial assets, 
they are subsequently measured by effective interest method according to amortized costs, 
and gains or losses. produced by amortization or impairment are recognized as profits and 
losses of the current period. 


Available-for-sale financial assets 

Available-for-sale financial assets are the non-derivative financial assets designated as 
available-for-sale assets at initial recognition and financial assets besides the above types. For 
this type of financial assets, they are subsequently measured by fair value. Their discount or 
premium is amortized by an effective interest method and recognized as interest income or 
expenses. Except that impairment loss and exchanging balance of foreign currency financial 
assets are recognized as profits and losses of the current period, changes in the fair value of 
available-for-sale financial assets are recognized into capital reserves as comprehensive 
income; when the recognition of these financial assets terminates or impairment occurs, 
accumulated gains or losses are transferred into profits and losses of the current period. 
Dividends or interest income related to available-for-sale financial assets are recognized as 
profits and losses of the current period. 


For equity instrument investment that is not quoted on an active market and whose fair value 
cannot be measured reliably, it is measured by costs. 


Classification and measurement of financial liabilities 


Financial liabilities of the company are classified at initial recognition as follows: financial 
liabilittes measured by fair value and whose fluctuations are included in current profit and loss, 
other financial liabilities and derivative instruments designated as effective hedging instruments. 
For financial liabilities measured by fair value and whose fluctuations are included in current 
profit and loss, related transaction costs are recognized as profits and losses of the current 
period; related transaction costs incurred by other financial liabilities are recognized as initial 
recognition costs, 
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Significant Accounting Policy and Accounting Estimate (Continued) 


Financial instruments (Continued) 


Classification and measurement of financial liabilit 





Subsequent measurement of financial liabilities depending on their classifications: 


Financial liabilities measured by fair value and whose fluctuations are included in current profit 
and loss 


Financial liabilities measured by fair value and whose fluctuations are included in current profit 
and loss consist trading financial liabilities and financial liabilities measured at initial recognition 
by fair value and whose fluctuations are included in current profit and loss. Trading financial 
liabilities are financial liabilities satisfying one of the following conditions: the purpose to 
assume the financial assets is to repurchase them in the near future; they are belonged to a 
part of a combination of centralized and identifiable financial instruments, and objective 
evidence shows that the corporation recently manages the combination to obtain short-term 
profit; they are belonged to derivative instruments, but except for derivative instruments 
designated as and being the effective hedging tools, derivative instruments belonged to 
financial guarantee contract, derivative instruments linked up with equity instrument investment 
that is not quoted on an active market and whose fair value cannot be measured reliably and 
settled by delivering this equity instrument. For this type of financial liabilities, they are 
subsequently measured by fair value, and realized and unrealized profits and losses are 
recognized as profits and losses of the current period. 


Other financial liabilities 


For this type of financial liabilities, they are subsequently measured by effective interest method 
according to amortized costs. 


Fair value of financial instrument 


For financial assets and liabilities in an active market, their fair value is determined by the 
quotation of the active market. Where there is no active market for a financial instrument, the 
company determines its fair value by adopting value appraisal techniques, which include 
referring to prices adopted in recent market transactions between parties familiar with current 
situation and made voluntary transactions, referring to current fair value of other financial 
instruments that are virtually identical, the discount cash flow method, option pricing models 
and etc. 
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Significant Accounting Policy and Accounting Estimate (Continued) 
Financial instruments (Continued) 


Impairment of financial asset 


The company checks the carrying amount of financial assets on the date of balance sheet. If 
objective evidence shows impairment occurs, impairment reserves are allotted for the financial 
assets. Objective evidences showing impairment of financial assets are items actually occurred 
after Initial recognition of financial assets, having an impact that can be reliably measured by 
the corporation on the predicted future cash flow of financial assets. 


Financial assets measured by amortized cost 


When impairment occurs, the carrying amount of these financial assets writes down to the 
present value of predicted future cash flow (excluding future credit losses not yet incurred), and 
write-downs should be recognized as profits and losses of the current period. The present 
value of predicted future cash flow is discounted and determined according to the original 
actual interest rate (i.e., actual interest rate calculated and determined at initial recognition) of 
these financial assets, taking into account the value of relevant collateral. 


An impairment test shall be made on the financial assets with significant single amounts. |f any 
objective evidence shows that it has been impaired, the impairment-related losses shall be 
recognized and shall be recorded into the profits and losses of the current period. With regard 
to the financial assets with insignificant single amounts, an impairment test may be carried out 
in a combination of financial assets with similar credit risk features. Where, upon an 
independent test, the financial asset (including those financial assets with significant single 
amounts and those with insignificant amounts) has not been impaired, it shall be included in a 
combination of financial assets with similar risk features so as to conduct another impairment 
test. The financial assets which have suffered from an impairment loss in any single amount 
shall not be included in any combination of financial assets with similar risk features for any 
impairment test. 


Where any financial asset measured on the basis of post-amortization costs is recognized by 
the company as having suffered from any impairment loss, if there is any objective evidence 
proving that the value of the said financial asset has been restored, and it is objectively related 
to the events that occur after such loss is recognized, the impairment-related losses as 
originally recognized shall be reversed and be recorded into the profits and losses of the 
current period. However, the reversed carrying amount shall not be any more than the 
post-amortization costs of the said financial asset on the day of reverse under the assumption 
that no provision is made for the impairment. 
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Significant Accounting Policy and Accounting Estimate (Continued) 
Financial instruments (Continued) 


Impairment of financial asset (continued) 


Available-for-sale financial assets 


lf any objective evidence shows that the financial asset is impaired, the accumulative losses 
arising from the decrease of the fair value which was originally included in other comprehensive 
incomes shall be transferred out and recorded into the profits and losses of the current period. 
The accumulative losses that are transferred out shall be the balance obtained from the initially 
obtained costs of the available-for-sale financial asset after deducting the principals as taken 
back, the current fair value and the impairment-related losses as was recorded into the profits 
and losses of the current period. 


The impairment-related losses incurred to a sellable equity instrument investment shall not be 
reversed through profits and losses, The increase of fair value after impairment occurs is 
directly recognized in other comprehensive incomes. 


As for the sellable debt instruments whose impairment-related losses have been recognized, if, 
within the accounting period thereafter, the fair value has risen and are objectively related to the 
subsequent events that occur after the originally impairment-related losses were recognized, 
the originally recognized impairment-related losses shall be reversed and be recorded into the 
profits and losses of the current period. 


Financial assets measured by cost 


lf any objective evidence shows that the financial asset is impaired, the gap between the 
carrying amount of the financial assets and the current value of the future cash flow of similar 
financial assets capitalized according to the returns ratio of the market at the same time shall 
be recognized as impairment-related losses and be recorded into the profits and losses of the 
current period. Once impairment-related losses are recognized, they may not be reversed. 


Transferring financial assets 


lf the company has transferred almost all risks and rewards related to the ownership of the 
financial asset to the transferee and stop recognizing the financial asset; if it retained nearly all 
of the risks and rewards related to the ownership of the financial asset, it shall not stop 
recognizing the financial asset. 


Where the company has neither transfer or retain nearly all of the risks and rewards related to 
the ownership of the financial asset, it should be handled in accordance with the following 
situations respectively: if it waives its control over the financial asset, it shall stop recognizing 
the financial asset and recognize the assets and liabilities generated; if it does not waive its 
control over the financial asset, it shall, within the extent of its continuous involvement in the 
transferred financial asset, recognize relevant financial assets and recognize the relevant 
liabilities correspondingly. 
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Significant Accounting Policy and Accounting Estimate (Continued) 
Asset impairment 


Except for stocks and financial assets, other asset impairment of the company is determined by 
the following methods: 


The company, on the day of balance sheet, makes a judgment on whether there is any sign of 
possible asset impairment. If there is a sign of impairment, the company will evaluate its 
recoverable amount and take impairment test. Intangible assets should be given an impairment 
test each year before being eligible for use. 


The recoverable amount of an asset is defined as the higher of the net amount of the fair value 
minus disposal expenses and its present value of predicted future cash flow. The company 
evaluates its recoverable amount based on single asset; if it is impossible to evaluate 
recoverable amount of a single asset, the recoverable amount of the asset group is determined 
based on the asset group that the asset is included. The asset group is identified based on 
whether the main cash flow of the asset group flows is independent on that of other assets or 
asset group. 


When the recoverable amount of an asset or asset group is less than its carrying amount, the 
company writes down its carrying amount to the recoverable amount; the write-downs are 
recognized as profits and Josses of the current period and an impairment provision shall be 
made correspondingly. 


Once the said impairment-related losses are recognized, they may not be reversed in the future 
accounting periods. 
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Significant Accounting Policy and Accounting Estimate (Continued) 
Income 


No income may be recognized, unless economic benefits pertinent to the income will probably 
flow into the company, the amount can be measured in a reliable way and the following 
conditions are satisfied. 


Revenue from providing labor services 


lf the company can, on the date of the balance sheet, reliably estimate the outcome of a 
transaction concerning the labor services it provides, it shall recognize the income from 
providing services employing the percentage-of-completion method; otherwise, it shall 
recognize the income according to the labor cost that has incurred and expected to be 
compensated. The outcome of a transaction concerning the providing of labor services can be 
measured in a reliable way, which means that the following conditions shall be met 
simultaneously; the amount of income can be measured in a reliable way; the relevant 
economic benefits are likely to flow into the company; the schedule of completion under the 
transaction can be confirmed in a reliable way; and the costs incurred or to be incurred in the 
transaction can be measured in a reliable way. The company ascertains the schedule of 
completion under the transaction concerning the providing of labor services according to the 
proportion of the labor services provided against the total labor services to be provided, The 
total income from the providing of labor services is determined in accordance with the received 
or to-be-received price of the party that receives the labor services as stipulated in the contract 
or agreement, unless the received or to-be-received price as stipulated in the contract or 
agreement is unfair. 


Lease 


The “finance lease" shall refer to a lease that has transferred in substance all the risks and 
rewards related to the ownership of an asset, and others are the operating leases. 


As a lessee of operating lease 


The rents from operating leases shall be recorded in the profits and losses of the current period 
by using the straight-line method over each period of the lease term, or the rents are recorded 
in the profits and losses of the current period when actually incurred. 
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Significant Accounting Policy and Accounting Estimate (Continued) 
Employee compensation 


Employee compensation refers to all forms of compensations and other relevant expenses, in 
addition to the share-based payment, for the purpose of obtaining services provided by 
employees. In the accounting period for obtaining employees’ services, the payable employee 
compensation is recognized as liability. For liability due above 1 year since the date of balance 
sheet, if the discount amount is significant, it shall be presented by the present value. 


When employees of the company participate in the social insurance and housing fund program 
managed by local government, such as endowment insurance, medical insurance, 
unemployment insurance, corresponding expenses should be recorded in relevant asset costs 
and asset costs of the current period when incurred. 


Income tax 


Income tax consists of the current income tax and deferred income tax. Except that the 
adjusting goodwill resulting from business combination and amounts related to transactions 
and matters directly recorded in the owner's rights and interests are recorded in owners' equity, 
all amounts are directly recognized in profits and losses as income tax or gains. 


Due and previously produced due income tax liabilities or assets are measured by the expected 
payable or returned income tax calculated according to tax laws, 


Provision for deferred income tax is made by the company applying the balance sheet liability 
approach, in accordance with the temporary difference between the carrying amount of asset 
and liability and their tax base on the date of balance sheet and the temporary difference 
between the carrying amount of items (not recognized as asset and liability, but whose tax base 
can be determined according to tax laws) and tax base. 
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Significant Accounting Policy and Accounting Estimate (Continued) 


Income tax (continued) 


Except for the following taxable temporary differences, the deferred tax liabilities are 
recognized for all taxable temporary differences. 


(1) 


(2) 


Taxable temporary differences arise from the following transactions (a) the initial 
recognition of goodwill; and (b) the initial recognition of an asset or liability in a 
transaction which is either a business combination or affects accounting profit or taxable 
profit (or deductible loss) at the time of the transaction. 


For taxable temporary differences associated with investments in subsidiaries, 
associates and joint ventures, the timing of the reversal of the temporary difference is 
able to be controlled and it is probable that the temporary difference will not reverse in 
the foreseeable future. 


Except for the following, the Company recognizes deferred tax assets to the extent that it is 
probable that taxable profits will be available against which the deductible temporary 
differences, deductible losses and tax credits can be utilized. 


(1) 


(2) 


Deductible temporary differences arise from a transaction which is neither a business 
combination nor affects accounting profit or taxable profit (or deductible loss) at the time 
of the transaction. 


For deductible temporary differences associated with investments in subsidiaries, 
associates and joint ventures, if it is probable that the temporary difference will reverse In 
the foreseeable future and it is probable that taxable profits will be available in the future, 
against which the temporary difference can be utilized, the Company recognizes the 
corresponding deferred tax asset. 


At the balance sheet date, deferred tax assets and deferred tax liabilities are measured at the 
tax rates that are expected to apply to the period when the asset is realized or the liability is 
settled, according to the requirements of tax laws, and reflect the tax effect of the expected 
realization of asset and settlement of liability. 
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Significant Accounting Policy and Accounting Estimate (Continued) 
Income tax (continued) 


At the balance sheet date, the Company reviews the carrying amount of any deferred tax asset. 
lf it is probable that sufficient taxable profits will not be available in future periods to allow the 
benefit of the deferred tax asset to be utilized, the carrying amount of the deferred tax asset is 
reduced. At the balance sheet date, the Company reevaluates the deferred tax assets to be 
confirmed. The deferred tax assets are recognized to the extent that it is probable that taxable 
profits will be available to allow all and part of deferred tax assets to reverse. 


If there is a legally enforceable right to set off current tax assets against current tax liabilities, 
and the deferred tax assets relate to the same taxable entity and the same taxation authority, 
deferred tax assets and deferred tax liabilities are offset. 


Significant accounting estimates 


The preparation of financial statements requires the Management to make estimates, which will 
affect the reported amounts of income, expenses, assets and liabilities and their closures, as 
well as the balance sheet date or the disclosure of contingent liabilities. However, the 
uncertainty of these estimates may result in the significant adjustment to the carrying amount of 
assets and liabilities to be affected in the future. 


Except the uncertainty stated in the above significant accounting policies, the Company does 
not have other key sources of critical assumptions and estimates uncertainty about the future 
till the balance sheet date. 
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Taxation 


The principal taxes and tax rates of the Company this year are listed below: 


Federal corporate Income Tax —  Levied according to the range of taxable income 
and applicable tax rates. 
IIlinois corporate income tax —  Levied as at the 9.5% of the taxable income. 


Notes to Main Items of Financial Statements 





Monetary assets 

2013 
Bank deposits 12 511,57 3.f2 
Prepayment 
The aging analysis of prepayment is as follows: 

2013 
Within 1 year 105,903.24 
Other receivables 
The aging analysis of other receivables is as follows: 

2013 
2-3 years 121,938.00 
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Notes to Main Items of Financial Statements (Continued) 
Accrued payroll 


2013 
Figure at Increase during Paymentduring Figure at the 
the start the year ihe year end of the 
of the year 
year 
Wages, bonuses, . 254,479.77 254,479.77 
allowances and subsidies 
Accrued tax 
2013 
Corporate income tax 134,420.79 
Paid-in capital 


The registered and paid-in capital of the Company amounts to $ 2,000,000.00. 


ee 
Registration RMB 
Currency equivalent 
(Dollar) 
CSR Qingdao Sifang Co., Ltd. 2,000,000.00 13,067 ,800,00 
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Notes to Main Items of Financial Statements (Continued) 


Retained earnings 


Retained earnings at the start of the year 
Net Profit 


Retained earnings at the end of the year 


Operation revenue 


Revenue from main business: Consulting services 


Financing expenses 


Handling fees of financial institutions 
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2013 


500.72 
383,421.28 


383,922.00 








2013 
1,711,024.00 


2013 
3,/20.37 
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Notes to Main Items of Financial Statements (Continued) 


Income tax expense 


2013 
Current income tax expense 182,198.01 
The relationship between income tax expenses and total profit is as follows: 

2013 
Total profits 565,619.29 
Income tax expenses calculated according to the statutory tax rate 174,405.77 
Adjustments to the current income tax during the prior periods 7,792.24 





The income tax expenses calculated according to the Company’s applicable tax rate 182,198.01 


The income tax expenses of the Company are calculated at the applicable tax rate according to 
the existing law, interpretations and conventions of the countries where we operate. 


Cash flow of operating activities 
Adjust the net profits to the cash flow of operating activities: 

2013 
Net profit 383,421.28 


Plus: The decrease of operating receivables (102,131.2 
The increase of operating receivables 30,955.17 


Net amount of cash flow generated from operating activities 312,245.21 
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Notes to Main Items of Financial Statements (Continued) 


Cash and cash equivalents 


2013 
Cash 12,511,573,72 
where: bank deposits that can pay at any time 12,511,573.72 
Segmental Reporting 
Operating segments 


For the purpose of management, the Company is divided into business units according to 
products and services. The company mainly provides the marketing counseling services about 
EMU this year. Thus, the Company only has one single reporting segment. 


Other information 


Product Information. 
Foreign trade income 


2013 
Counseling services income 1,711,024.00 
Geographic Information 
Foreign trade income 

2013 
USA 1,711,024.00 


Foreign trade income belongs to the customer area. 
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VI. Segmental Reporting (Continued) 
2. Other information (continued) 
Main Customer Information 


The year 2013 operating revenue RMB 1,711,024.00 was from the revenue of the parent 
company CSR Qingdao Sifang Co., Ltd. 


VIL. Related Party Relationships and Transactions 
:P Pleading standards of related parties 


lf a party has the power to, directly or indirectly, control, jointly control or exercise significant 
influence over another party, or if two or more parties are subject to control, joint control or 
significant influence from a same party, the related party relationships are constituted. 


Enterprises shall not be regarded as affiliated parties simply because they are all under the 
control of the state. 


2. Parent company 
Parent Company Domicile Natureof Shareholding Proportion of Registered Capital 
name Business Ratio to the the voting 
Company rights to the 
Company 
CSR Sifang 
Co,, Qingdao, Manufact 
Ltd. Shandong ure 100.00% 100.00% 4,003,794,051,00 


The ultimate holding company is CSR. 
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Vil. Related Party Relationships and Transactions (Continued) 
3. Major transactions between the company and related parties 


(1) Providing tabor services to the related parties 


Comments 


CSR Qingdao Sifang Co., 
Ltd. (4) 


2013 
Amount of Money 


1.711,024.00 


This year the Company provided CSR Qingdao Sifang Co., Lid. with counseling services worth 


of RMB 1,711,024.00 which was negotiated by the two sides. 
Vill. Contingency 


Up to the balance sheet date, the Company does not have to disclose these contingencies. 


IX. Financial Instruments and Their Risks 


The major financial instruments of the Company include monetary assets, etc. These financial 
instruments mainly target at the financing for the operating of the Company. The company owns 
various other financial assets and liabilities directly arising from operating, such as prepayment, 


other receivables and payables, etc. 


The major risks caused by the Company’s financial instruments are credit risk and liquidity 


risk. 
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Financial Instruments and Their Risks (Continued) 

Classification of financial instruments 

The book values of various financial instruments in the balance sheet date are as follows: 
2013 


Financial Assets 





Loans or Receivables 

Monetary Assets 42,511 ,573.72 
Other Receivables 121,938.00 
12.633.511.72 


Credit risk 


Credit risk refers to the risk of financial losses of one party caused by the incapability of the 
other party of the financial instruments to perform the liability. 


The company mainly carries on transactions with the parent company, which will not result in 
the risk of huge bad debts. 


The other financial assets of the Company includes monetary assets and other receivables, 
whose credit risks are arising from the counterparty’s breach of the contract, and the highest 
risk exposure is equal to the carrying amounts of these instruments. 


For the quantitative data of the credit risk exposure resulting from the Company's other 
receivables, see Notes 5 and 3. 
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Financial Instruments and Their Risks (Continued) 
Credit risk (continued) 


Up to 31**, December, the deadline analysis of the financial assets which is not considered to 
be impaired is as follows: 


2013 
More than 1 year delay 
Other receivables 121,938.00 





Up to December 31*, 2013, other receivables which are delayed without impairment mainly 
relates to the employee borrowing reserve fund. According to the previous experience, the 
Company thinks that there is no need to make impairment provisions because the credit quality 
has not underwent a great change and it is considered that they can be back in full amounts. 


Liquidity risk 


Liquidity risk refers to the risk of capital shortage the enterprises encounter when fulfilling their 
obligations concerned with financial liabilities. 


The Company takes advantage of revolving liquidity planning instrument to manage the risk of 
capital shortage. This instrument takes both the deadline of its financial instruments and the 
predicted cash flow arising from the Company's operating into account. The following table 
sums up the deadline analysis of the financial assets and liabilities according to the 
undiscounted contract cash flow. 


2013 
Financial Assets 


Within six months 


Monetary Assets 12.511 Siote 
Other Receivables 121,938.00 


12.633,511.72 
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Financial Instruments and Their Risks (Continued) 
Fair value 


Fair value refers to the amount, at which both parties to a transaction who are familiar with the 
condition exchange their assets or clear off their debts under fair conditions. The methods and 
assumptions below is used for the estimate of fair value. 


Due to the residual maturity of monetary assets, other receivables and others is not long, the 
fair value is similar to the book value. 


Approval of Financial Statements 


This Financial Statements is approved by the Company's executive director on March 12”, 
2014. 


29 


FP (8) Ra Se PRES 
PRUs RR 


20135F12A318 


Em +SRARREA Al 


A SK 


3 
N35 


PTs a 


CRM AR 


Ri aR 2 
Fil iz 4 
Rin=k geen kana 5 
ES iit Bt Zz 6 
DA 5 FR BEI 7- 


Pe HR TOUNG TL Atk LF i ob tad on | ete i ate | Dias SE 
| ) Ze aK ee CME & ea lS mee) oy, 4% 
Fs ree Ea up ve) oe ae Te 
; » Fae Cay An ae Wiehe: LWT ES 
wing ale 
Pah Pia FL4 ae) 


Hits 
27 4E8A(2014) 8 F F60626562 J10S 


Fa SOAS RG SIRES) : 


SRT ERT TFG MAIR RR PSE — Pl as Sh ll 2S Fis ha ll BY “PE a eB BR SE 
QAYMUSRR, BR213F12AS AHA Hike, 213FRHAAR. 
PAB tS RAMS RBRU RU SRAM 


—, SBENUSRRORE 


MAMA RINRUSR Re PA MSRSAMRBECABBEMRIE. 
MAREBIA: (1)IRRRME— ARS ISR, AER ARMARR 
AR; (2). ARTA OSA Bel, ARUBRARTSEH TER te 
iM SMA SA ER. 


=, EMAHIPHAE 


Fe (ASE SAT it LIF AE MUM SRRAA BM. RE 
BaP EARS tt ER A eT LE. PRESTR HER 
SRE PHTERSTH IWS TM, RAAT Rit LAM UaR 
REBPRFEBA BRAM ARIE. 


BU LiEGRAKRHEF, URMRAXVUS RRS MARE Sitie 
fio NRE RAT EMA IMAI, BIR ATR aS AY 
MARRSARIRIR AM THA. ERITREA, EMSs eS MSR 
RAMA RHRBAN ARSE, Logit Sayer, (BARASEMA 
ASHMAN RRSH. Ht Litto htieeethenRayest 
AMEXSIHATHABE, UREA MSR SPUR. 


RB, RAMA PERE, BSN, ARRBUVRMIERT 
ahi 


o 


EY2 8 


Bite (2) 
Fez TERA(2014) BF A60626562_J105 


=. Rite 


RMlAA, EAUMSRRERARAA MiP MMIEM AIRS RR 
ml, OCRRT PHSESHSMARAAZISI2ZAZ1AHWUMSKRUR 
2Z013FRHSEMRAMS HE. 


ARARKHMERRZAAMESRRGARAAARER. ERGAM 
BHTFTNART, SRETSGRATARR KARA, BTBATFA 
LWAMANMRBMMR LR. GABRMATARAHE-HARUEH 
ARXKMTARGAA, BSTRHEAKSRHS MMM, RiMtAR RIB 
RE. SARTRE RTA. 





PEEMattii: ree 


FB] IER 20144F3A 128 


A | ERE APRA ELA] 


re RR 
20134F12A3148 
ARM 

ae MEH 2013 + 
aah Ap 

RnAs 1 12,511,573.72 

PRAT RRR 2 105,903.24 

ft BK 3 121,938.00 
Wad AP Bit 12,739,414.96 
AP Sit 12,739,414.96 
mah htt 

I 3 Fe HE 5 134,420.79 
AO ARH 134,420.79 
Aafaeit 134,420.79 
ira ie 

SLIT BEAR 6 13,067,800.00 

A 5} BC Fz 7 383,922.00 

Shin it SER (846,727.83) 
FrAsWmait 12,604,994.17 
RMA Ras it __12,739,414.96 


RITA] REBRB 29 AAAVLNRG RRR LLB 
HIRZAR2NHMSRRAATALES: 


EKRRA: A, Ah po swaurinmr AZ ees: LA Ww 





El SHARED Al 


Fil jf 
20135FK 
ARMIt 
AYE 
Br 8 
a: BRA 
USRA g 

SWAP RAB SR 

we: PRR 10 

re Ale) 

AitRaRhe 

Rea MR 


UFR ABBH29 AWE KIERAN BA 


013 


1,711,024.00 
1,141,684.34 
3,720.37 


565,619.29 
182,198.01 


383,421.28 


(362,539.35) 


20,881.93 


—. KEEMRAAA ATH) 


=, Riess 

(—) SHR 

(=) AREA Br AAA HFG AIA 
1. Shi RAT SER 

sei 


=. BAER RI 


BFA AZRA2I ROWLEY RB IRF LD 


PR +SHARAES al 


AAR mE MR 
2013 
A Rms 


SENT GAR 


13,067,800.00 


13,067,800.00 


a Ri it Doreen Seen 


AR BCAA 


500.72 


383,421.28 


383,421.28 


383,922.00 


PRR RAM 


(484,188.48) 


(362,539.35) 
(362,539.35) 


(846,727.83) 


AAS it 


12,584,112.24 


383,421.28 


(362,539.35) 
20,881.93 


12,604,994.17 


+ E+ HARA ELA 


IR Se iit Be 
20132F12A318 
A Km it 

—, BERK tEHMSeKtst 

fA Mda,. HRS SMAIVMS 1,711,024,00 

WE HASH SAMAK HME 23,579.01 

a SSI SRA tT 1,734,603.01 

SHBRLWRARL EAM 254,479.77 

RTHSMRA 80,375.50 

X (TAD ASE 664,835.14 

* (tH RR RA 122,519.09 

STN PITH MARS 85,781.92 

ZTWAKSSSRMARNMS 214,366.38 

oe et EEN ae met Nit 1,422,357.80 

4 Sea ER eS 11 312,245.21 
—,. HARP EDM SRES A - 
=. SAAT EMMSHKe Sh - 
MY, LHS AWMSeRMS Ss sig (362,599.35) 
A. MERMSSNVSAL Ti (50,294.14) 

M: FYMERMSS NORM ___ 12,561,867.86 
iy FRASRVSSHMRM 12 __“42:514,573.72 


PRT RE R29 RAINE ABS RRL BA 


oF il pa Ee BPR ED] 
Ut ik eT 
20132F12A318 
ARM 7 


ATED. 


PREMPRESARAEAA( “Aa” BRERA PRAUSFPRNSMS 
THItAAIRAEDAS), F-201049A17A RK, MSE ARS: EINS3- 
1218972, KERRA: (HEM, FAA: SW200ATB. AROSE 
Aah iF Se PRIS FIN = NSF THLASALLEX #4. 


AAAS A: Beh, WihhietstRMRAHH HASH. 
EAs. 


AGQARERAAAAT AR KNEES SOARES PAR AIRE 
a], mAERARMAT PERIL PERS RAA Al. 

Wh FFB Be AY) Se ell SE th 

AS 4S BAT AR 2006 2 A Mm THA (MLS TH HEMI—SAEM) M138 
MARSTHERM. UREA RRNA. RRR RRM 
(Seer “EMT ERM” D 

RIGA EAAS AK, AMSAT R201 2 SLMS. 


REARS), MUSRRAAEWSHEMHDSK, AX. CBR 
Bh TARAS S]201SSEI2ZAZI AMSA, UR2013FRBSKRAMSH 
a. 


ASU Ss AR HEA FG ERS BS 5 EMI AR 


HarMlA NASR, RRS ART AS, HAS RAATH RA. FB 
POR ME, MAK MET ERMA ME ES. 





AUMSREFS ES EUMMLK, AL, CBRRRTAQAT 
2013 F12AS1AWMSKRUAR3ZEREHMSSRKRAMSHKS. 


Pl a Se APR EL) 
A 35 TR Be MISE (HE) 
20134F12A31H 


A FEM 7 


S22irkRMsi tar 


AS 43] 201 SFE EM SS FR Be A I 35 SAR GES SR BR Ble St 
EMSBBSSH MAMAS att Beall « 


it Fale] 
ROASTER RACHAAE, BR 1A1AA212A31 Ait. 
ica ih 


AQ SICMAMD MANAUS RARRANRDIAARM. RA 
AliAAAS, HHRMA RDLASiRM. 


RERRheS try 


Wt, SHAAEWEGREURAUMNATRANeR: MES 
WM, SRC RSAR RAR. Rettig, ATRRACMSRMHAM 
Zz. (MER ARR | AR. 


Sh Me HASH MR RIT 


WRB S, ARAB SIRAAT GRIM RAAR 
hh: WAC RRRPHACARRE, RRA Khe BABI RCS 
iS, MASA BR “ASAHI” AB, ARAB RARES 
RRIF SIS; AMRPROMKAMRAAE, RARARESRACY 
Ce R. RMLAARK LMP AMARRABAR, MAARBE 
SURFER E RRR MAaRRAA PSRs. LSPS 
MH, PRR SRAMAKRAMMEARS Sing, ahs she 
BEAL Se HiT R. 
IMPREKSAREFOMWMS hE, RAMS RBA SAA 
Ce A. CHAHNMENVOMEARTAA, EMEteRs 
TR FNFR 


Pama | 


5. 


hE SARA EA Al 
Wh SAR FEPSE (HED 
201347125318 
ARM 


S2SN RAMS ait 
mala 


SLA, LVR TEUMSMAX, HE RADS SR 
AMA LAHKA LL 


SaRT RADA ASS it A 
AQAF RA SALAS MANA Sik AM ok SRT . 


Ore SOUR PEAY, ICRA eA (RRA REBT, BK ERAS IY 
SmhAKN— eB), DARK PMARRRA TAH: 


(1) ASCE sie iath 7S ER se ik St AR a; 

(2) SBI CMEMAKMS REAM, SE “WF” PI PRET 
RHGCMHMS RESMKTASSHHMLS; HA(aRAbe 
LL emRAC PAMELA RAR, X(b) SRSA ER 
S.A FS 18 th 72 78 OR EB Se PAI CLP BY ROM, 18 
MHF f RTA SAR IS Bl 


Wise eA RAISE IT, PSA es, MU eh hs ET eS AL A 
UA. MRNA Sib ARE AMAARALILPREF ARRAN A— 
SRAM, RMA RM AMI ES RRA, Mitkas 
RELIES ALFALFA IR AA AME, LMA BHAiid. 


ABMANLEERAM, MRBAAZTATHAMAILBA. BMA 
HENSMRAS, BMA RRHAL, CM RBTAHMMEN 
FABRIAUCHR SK ACT SeRR A. MAA, SRA RBLARRH Sas 
or) AFA. 


oP lag 2 Se APR BEEZ) 
MHRA (BD) 
20134612318 


AR M70 


SSSiHMMASH Ait 
SLR 
San Oat 


AGA SMAK TMU TEA: ARR SRARSHItA 
SFM eAAM. HABSIRARA. ARAMA. TES 
Wha. RIREAAMBHMLAMTELA. SAK EMA 
QRS. MFUSRIEH BARRE AHA SHAH Sah 
, APARARABRHASHina, ARRAS AMKBARRAR 
FATTAR Mai Sh. 


SARAH Hit BMRA: 


MARV ETRAAL AIA Sim sea 
UGRMETRER SMASH mNSMAMr, BRADY RAA 
PRM EEAUA Rit Se BRS ATA S Hie BihAz 
fF, RAMA, CHM IRC NSA: Meas 
APE NeA TERRA; BiTRS Sa HA sak AR 
ASA, BARMERA WARM HARA AA MAAS 
aT EB; ATHELR, Be, RHE RARMEMI ROTEL 
A. BTUSBRARNTELA, SEAR PRARNKEROR 
MEAS aE A) RTT SA Mae T Re iS tH i eh AMmL RSA 
fT TAR. MRSA, RACKETS Rite, AA 
PHAR NinmiiTA SHinm. SACK aR Sait 
ASM MHSRAK RA RAMA SIA, A SHARE. 


FA EAM % 

PABAIA, SHB ABE,. OMSERAEKAIRE, BAAS 
ARB EMER ASZIANIERESHMAS. MPLRSMAY, 
RASCAL A, ERR MATS Site, RPA RR eb 
Ars Ain, Bit SRAM a. 


10 


Pla SEARED al 
Wh 5 78 eA IE (BE) 
2013261231 


AFM 70 


=, BES hAMSit fr ® 
5. mh Ae) 
SARAH Da Mit Se (B) 


TERPUL LA 

Rm, SERA hAP RAR. See ee 
RUSETE SRR. MURA, RASA, ABR 
WHT S, AMER RIRA, MitA SAAR. 


TAYE eat zr 

ARE SRAM, SMA EAA A EHAETS SHA 
*, ARRORESMAC BAA MSMAMr. MPRA, R 
AA RIMERIT RRR. Ait Hakim TAA Sein Fl SIT AFH 
AAR BWA REA. ERA MEIRA AS Th Sah Vt eh A oh 
UARHRm), VRKESRACHARHESaARhRAa im 
TFRACHRAU, BEASMACAIRURNZERE, RAG 
MARASHRa. STARK RMACBAM RAMA SIA, +A 


S45 RAI a 
MFEARHAPLARRARARNET RED Rit SHMALAR 
a, emai. 

ia Da fon tt 


BLA NSARM HAM TAA: USRNEHTSARSAMtA 
Sma eihht. Rite. RiEAAWERLANTEL 
A, MFULORNEHSRARSATASHin HSM, MRAZ 
RABRHTASHiin, AhSmnRMBARNARATAR MR 
hi. 


HE aSSRARAES A 
Mh SS HR set (iE) 
201346127318 


ARB 7 


SSS RAMS att (&) 
Sekt Ae) 

See fa ioe 53 BS ANTS (EF) 

SMR KA SRtSMATADS: 


KERNGU EARS HITA Sham Bae te 

A ciste BRSOtAS Rae, PARDEBMA 
nA oA EAU ARIMA RR Bat A Shine Shen 
fi. RAKSMHR, LAE TIRALZ—HBA i: KABA 
ARVANA TEITAAR; APmTR Paw SakLR 
ASR— aba, BAB WUE AAI GRARAANMIZAS 
HiT; ATIELA, Be, RIE RASMERLANTEL 
A, RIFUSERGRMTELR. SERRHHPRARMNEROHR 
GMAT ke A) eT SMe LAR AEWA Rake LRH 
TIELARS. MURS, MMOREHITRRiS, PA 
BSI AIA LAM ie tit A SRA ee 


FE ba Re 
WFUC RR, KAS IN BA, MMRMAA TAH Ss. 
mk LARA i ie 


FEARHANSMATC NEMA, RARADAPHMRRERS 
iN. BRLARSEARHIAN, BOARAARAMERSH 
(ME, (ARRAS S AR RH ARRAN SA mith iH 
APRA. SSR EARMARSM LRA SARE. WH 
SRST AMAA ERS. 


12 


pl PSF Se Bl APR EES a] 


Mt 35 38 He MTTE (HE) 
201346124318 
ARMIC 
SSSrHRMSii(att ef) 
hh TR) 
seh EF ee (e 


AQAFRAFPRARRANSMAKM KET BHTHS, ABMiEBR 
ASMA REAR, HHERBES. RIASMAKLSEMENE 
Wikia, ZHaMAK MRA RSAE, MARMARA 
KMESRE AR, BEM RE RIA AMET A] SET SEA SI 


PERRI EA eae 

RSM, PZSRAK HK aT eRIiceMiTARMSRS (FA 
MAREN ARE ARA)ME, MiCeMiASHRe. Mit 
MSIE, AAA eiak ss Fe Sc 3s (BN 9s ART ea Sal 
RUE, ASAE ME. 


WAWSRSANS MAM STAM, MARUI RARA 
AER, HAM EIRA, tASHinm. TRRSMPSAN SMA 
*, BRERARWMEAM MH SMACK BS Pitt Mean. S 
Mi AR AE ME SHAS (BASASRMSANTEAMSaA 
*), BRERA AMMEN SRAK AS PRT Mein 
CABU MERA SMmhA, TRARERARUARME HENS 
AK AS Pie T EMIX 


AAAI ARR ART SSR AP A ERA, WAS MER 
FiZSmaAriEe RS, REWESRUAwiRKa REN RMA, 
Rit mBRAFTARE, tASHing. be, ARES Koe 
STBIRETSHEMB ESE R izSmAr Eee ARMA. 


PEM z ARR ESA 


MSs Fhe ME (A) 
20134F12A314 
ARMmIt 
2ST RRMA att (@® 
At TR) 
ste ih Ft ih (Al (2) 
Ti & eat a 


RAS Wikies Zea eS ae, RAR KRa eae 
METAR A RIRA, PUSH, ASR. RHA Rit 
mk, ARK ESMASK MRS KATRONEASAN OMS 
WM. SUCKER HAMRHMERAB RM. 


DHHENRIRRALE HARK, TAGE, MZ 
FANS Fe se I BEE Rh ae PATA 


NERA MERAH AAS RSA, Eh MASTREe riie 
CPLA BSWMES MURA EIRARURALENSRAAN, iA 
MBRAF USE, ABH. 


LARC tt AY Eh 
MRABMWIEERAAZRMAr ASM, HRSA AKA ME, 
SiR SS HV Se mah GR SS BY Tis SA EO ARR SH a HP i 
WAM, RUAAMBRA, tABRRR. REN MERA-BH 
U, SE. 





TB 2S) 1 HR RT PT RELA Bi YP RS 2s EAB, 
MUSA; RET Smarr hal FPA eM 
AY, AIP ARIA IS ak PE 


ARARRARBLRARE SMA MARLIL ERA Me ARM 
AY, SALT TNR: MAT MASA, Bibra 
ACARUFTENAP MA, RMAMRZSRAS SEIN, MARR 
SPAT RBSRAPHEERARKEMAM, FANRARKHA 
{5 


OP El 9 3 5s Fl 8 PR AE 2S 
Wh 38 ME (HE) 
20134612318 


ARM 


=, BST RRMsit(ait(#) 
6. tis ee 
ROASWRER. BRAK NAR RE, IEPA: 


AQAFACTRRRAFIMAK SEED RRS MIR, Fem 
ikRA, ROA ATR, TMEMIA. MARIA 
A REAASHMARAM, heat mewn. 


ALES aR AMK ARTE mAD SRA SN SRSA K Mit 
KS RSH MEAS ZS RAa Ae. BOTASRAP ARATE 
AYRE SR; MELT SIA Ral ae eae T AT AY, LRP Ae 
HABA REAT AWTS. APANAS, LARS 
SHELMSRAZSBUTA LAP LAACBHMS RA AkiE. 
SArPRSAP BHT SMR R Ke ree, AOA ET 
BRIc2eTLASR, MicHhseMitASHiim, HMHEANHAX 
ABE TS 


FRAT MRA BRU, EDRs HEF aeoe. 


ch SEAR REA 
Se HANS (HE) 
20135212A318 


ARI 


S2fi AMS hit () 
WA 


WA TESS Ht Flee A EMAAR A), ARR A Sette, FR ae 
RHR AAT HARTA 


= {to x iar d 


FAP RGRA, HHRRAS RAN RAwA AIH, ese 
TATA URRAB SA; BURA Bet HMI EB AAA eA 
ASMASMRAARA. HAPBRANBRAEB A RAT, SHH 
ae NONE: WARS RARE RS A] SEITE, FASC RDZS FA ari Al RE at 
ABA, RAV LIESAB TRE, RHAPRREMBREN 
PARKES A] ethitat. AAATUCSRANHS ONRARS SBM 
Hli@ERABANRANTLES. RAAAWASM, EMR AS 
ARCO SRAM mA, RU ALUA A Sk HN ita 
ASTER} o 


a 


SRLS ST SAP MAMAANE RM IRR AMR, 
PRC Ih AYES) 79 28 ee Ae RR 


Sa ARHBSCACAARMAS THB ES AU AS Hing, 3 
ARBELINA SRILA SAAR a 


10. 


PS) a Sel APR ED 
Wh Ss FR BME (22) 
20134F12A31A 


ARMI7t 


22ST RRMA att (#) 
HAL sre 


PTs, SIAC aAR ER LIER A ARS mH LF RAR Zt Sh S 
AAS CRRA RA Se. FEM THeRAR BAST RA, tt 
ERT sre Ain. MAM RRRA BIL ESIRAR, SORT 
Aes aeA, MARUI A. 


AGAR TS hh SMT eM RS Re, BTR, Allee 
HSRRRMEROHS, AMRHERENHABKAP RANA 
iA ii » 
PT eth 
AR fs Li S RAPA et AEP St. RATE AH EERIE 


2, XSBRUAMAGRRNRAXSSRAAKNUVAMASR mi 
Sh, PEA AT Aa it A SRA ee 


7S A) SF SS RAO LA RAB) AZ RA SAP SE aes, FRAA AIA 
TET TSA AY 3 A IIR AA i RATT S 


AAARBAC SHRTAS Hie AM Mw Mea Sit Aree itz al 
Hoa, URaRT EAR A ih efi (8 Fe Be EAL FT AE Rt He 
SMM A PKA TEStRemizenzAmrtHattsr, RA 
FP TURBARA AT Hee HE AT SH 


7 


[II 


10. 


Pla Fe Bl APR BTED A) 
Wh 55 38 HE MITE (HE) 
2013%12A3148 

ARM 7 


SSS MRMSiHiAt (2) 
Bir #8 Ah (2) 
SAR ES AE ei in, GRAF: 


(1) MARPAHSZREEATRA REN: MSRM, Bee 
AAAS HENRAPPEMAM MRA Me: RARE 
PwkSH, HARARE BA FM err Fis te Fd hy a ae AF 
MK ATIRFAS TA 0 

(2) WFSFCa, SEEWRESEWRARZHNARAN ES 
FH, ZENA SSMS EBSA HF BASRA R EAA 
AY ARTERY] ER S49 El. 


WF ARIAS AE. REFS LEAT A INS AM 
78S) CAR AD RE BLS IRIN AT IAS ESS. WIRIN SiN ARIE 
PRA ARE ARPS RAR, TATA HIE SEPA, BRIE: 


(1) WKB REA SEARRARPEN: ZBRATEEWSH, 
FH ALSE DH EP BE AE Mal St Fl i ts 7S el A A BT 
Fin. 

(2) HFSFAS, SSPEWRESPMWRABKH TKS Hts 
5, PRE SOUR, PATER ea: BAS 
FE Fl LA ARR AR TRESS], BARRA) ERS A RIO AT RSA 
2 BT ESS BY eA A fs 


ROAF AR RRA, MER SRASK MRE Binhiin, tis 
SULAUE, RRMA AAS RAZR RI NeaARSiTS, # 
IRBR GS Ta rate A BRACE) Bi fee BA RR SAY A AS I 


— tt 


10. 


PEM +2 ARR EAA 
WU Ss HR He MAE (2) 
20134612A318 


ARM 


B22 RRS att (SB) 
Br $5 (222) 


FRAFRRRA, ROPMBENSRAC MEETS, WR 
AR AE RANG) {RAY BE Fe 2 SR SAE BY) A Ae AT PF 
flim, Ric ShAT KA. TAP RGRA, SLE 
PPE ACBTA RDIB SEAT A, FEAR A] BE IR SE SAY by SA eA AS 
CAAT AAR SBE PT SRA SS EI AIR IA, RARER 


TRA LUS is FSR RAP RSA AA AEM, 8 
BME PT HS tS fa] — AE A) — AE SB Ae, URE AS 
Bo FS A ae LE A HS Bt a foe AR SH a PRR 


BAS MA 


al USBRREKBBEEM AT, RAATSRIA,. RA, AM 
MARHRASMRARR, ARAPRRRARARRHIRD. 
Ti, 1k SE BY AS Bia ae ME PT SB DS Ae BY Be Tes Ae MT AC HE SS wa ll] BY BR BY 
Th ora) MK El Se AE BA VRE 


RAAB ASH RRC RE, FAK ARRARAAALA 
FEAR IE AY BE PIE Rt 7 Be ME ARR 


FP El ag 2 Se el #5 BR BE ELS a) 


Wh SFR BETTE (2H) 
20134612318 
ARM 7 
Bi 
RAMA EERRARARBI ARM FE: 
RFR CEL AT Bt —- 2AM REAR Sit 
FRIEP NEG -—  IRMAARATASRRII.S%it A. 
Ut SIRE BF 
RRA 
2013 
RT Fim 12,511,573.72 
MTT RK 
2013 = 
1 FAA 105,903.24 
Ath ae 
FE ft RAMS 53 aT ANTS 
2013 4 
2-3 = __ 121,938.00 


20 


iy 


PEs SH AREA al 


Wi 5 Fe BE (BE) 
20134-12314 
ARI 
Fit SIM Bt) 
By ft HA rh 
201345 
FAN As FE 18 ho AER | ARH 
TR. RH. BMAME  ——- «9 254,479.77 254,479.77 
Bi3tIRFR 
2013 4 
dE ll Prt hr 134,420.79 
SL GE Ae 
ABS BETA RSM RA HS IC2,000,000.007r. 
2013 
olay RAARMH 


(3250) 
M=8 SHAME SAH AR Al 2,000,000.00  13,067,800.00 


21 


hate SAR RIE A 


Wh Sa 38 FETE (BE) 
20132612318 
ARM 

MHRRESMA TRS) 

AREA 

AAT ECA 

PF] 

SERA ECA 

SLA 


SEW SKA-FiMS 


Mi 55 $8 FA 


SHRM IIF ER 


2013 


900.72 


___ 383,421.28 


—_383,922.00 


2013 4F 


___1,711,024.00 


2013 = 


3,720.37 


10. 


11. 


lag = RBA ES wa] 


Wh 78 He ME (BE) 
2013461253148 
ARM 
MARR SHB itR(s) 
Ar ist Be A 
SS RAPT etn Fe AA 


SRA SFL SMNAATI A TP: 


A i SRR 


17K ETB TT BBY Ph A AA 
Xt LA AU RAG] SS AAP Se Ve 


ACS ERR BH A sRA A 


2013 = 


__ 182,198.01 


2013 
965,619.29 


174,405.77 


7,792.24 


182,198.01 


AAR Sie AREBSAREBRNSTAR. BROS, 


is ARTS. 
BS ams ht 
WHA HASS AME RE : 


PF i 


mM: 2S wine Am 
Se Mey thin SB sia a0 


Se aa = is eS 


23 


2013 = 
383,421.28 


(102,131.24) 
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Independent Accountants’ Compilation Report 


Board of Directors 
CSR America Inc. 
Chicago, Illinois 


We have compiled the accompanying balance sheet of CSR America Inc, as of December 31, 2012, 
and the related statements of income and retained earnings and cash flows for the year then ended. 
We have not audited or reviewed the accompanying financial statements and, accordingly, do not 
express an opinion or provide any assurance about whether the financial statements are in 
accordance with accounting principles generally accepted in the United States of America. 


Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with accounting principles generally accepted in the United States of America and for 
designing, implementing and maintaining internal control relevant to the preparation and fair 
presentation of the financial statements. 


Our responsibility is to conduct the compilation in accordance with Statements on Standards for 
Accounting and Review Services issued by the American Institute of Certified Public Accountants. 
The objective of a compilation is to assist management in presenting financial information in the 
form of financial statements without undertaking to obtain or provide any assurance that there are 
no material modifications that should be made to the financial statements. 


Management has elected to omit substantially all of the disclosures required by accounting 
principles generally accepted in the United States of America. If the omitted disclosures were 
included in the financial statements, they might influence the user’s conclusions about the 
Company's financial position, results of operations and cash flows. Accordingly, these financial 
statements are not designed for those who are not informed about such matters. 


Ahant. f Misra, PLLC 


January 22, 2013 


CSR America Inc. 
Year Ended December 31, 2012 


Financial Statements 


CSR America Inc. 


Balance Sheet 
December 31, 2012 


Current Assets 
Cash 
Employee receivable 


Total Current Assets 


Accrued Expenses 
Stockholders’ Equity 


Common stock 
Additional paid-in capital 
Retained earnings 


Total Stockholders’ Equity 


may FT 
We 
AAC MUU AR 


MmaettA 


FRAN iat 
Fike 


mene Sit 





MI PSRUN GEAR 


fe FB EY 


MAS ARAN tt 


See independent accountants’ compilation report. 


$ 1,998,547 


20,000 
2,018,547 


$ 2,018,547 


S$ 16,461 


1,000 
1,999,000 


2,086 
2,002,086 
$ 2,018,547 


CSR America Inc. 


Statement of Income and Retained Earnings 
Year Ended December 31, 2012 


Consulting Income Siam BRU A. : 290,000 
Operating Expenses f= 675g 
Office rent SESE 95,948 
Travel = Ine 29,556 
Legal fees LE rit 3,767 
Accounting fees Sit ae 5,330 
Insurance PRG 11,261 
Office expense IVES BHF SZ 10,266 
Taxes and other = \ |) Fi Bh, | 16,935 
Total Operating Expenses SOE ery. ed 173,063 
Income from Operations eA FI 116,937 
Income Taxes Pr eRe 5,200 
Net Income ee) 111,737 
Accumulated Deficit, Beginning of Year Res > a (109,651) 
Retained Earnings, End of Year Meiet, «Ee $ 2,086 


See independent accountants’ compilation report. 


CSR America Inc. 


Statement of Cash Flows 
Year Ended December 31, 2012 


Cash Flows from Operating Activities 
Net income 
Increase In accrued expenses 
Net Cash Provided by Operating Activities 
Net Increase in Cash 


Cash, Beginning of Year 


Cash, End of Year 


Be aa Ehnhene 
FU 
ite AA 
EME An TEAM ae FM 
Bisa P80 
Hise > 4] 
Dis > FE 


See independent accountants’ compilation report. 


$ 111,737 


16,461 


128,198 


128,198 


1,870,349 


$ 1,998,547 
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CSR America Inc. 


Financial Statements for the Year Ended 
December 31, 2011 


Financial Statements —« | Blackman Kallick 
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CSR America Inc. 


Year Ended December 31, 2011 


Independent Accountants’ Compilation Report 
Balance Sheet 
Statement of Loss and Accumulated Deficit 


Statement of Cash Flows 
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| Blackman Kallick 


Blackman Kallick, LLP 
10 South Riverside Plaza, gth Floor 
Chicago, IL 60606 


Phone: 312-207-1040 


Independent Accountants’ Compilation Report 


Board of Directors 
CSR America Inc. 
Chicago, Illinois 


We have compiled the accompanying balance sheet of CSR America Inc. as of December 31, 2011, 
and the related statements of loss and accumulated deficit and cash flows for the year then ended. 
We have not audited or reviewed the accompanying financial statements and, accordingly, do not 
express an opinion or provide any assurance about whether the financial statements are in 
accordance with accounting principles generally accepted in the United States of America. 


Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with accounting principles generally accepted in the United States of America and for 
designing, implementing and maintaining internal control relevant to the preparation and fair 
presentation of the financial statements. 


Our responsibility is to conduct the compilation in accordance with Statements on Standards for 
Accounting and Review Services issued by the American Institute of Certified Public Accountants. 
The objective of a compilation is to assist management in presenting financial information in the 
form of financial statements without undertaking to obtain or provide any assurance that there are 
no material modifications that should be made to the financial statements. 


Management has elected to omit substantially all of the disclosures required by accounting 
principles generally accepted in the United States of America. If the omitted disclosures were 
included in the financial statements, they might influence the user's conclusions about the 
Company's financial position, results of operations and cash flows. Accordingly, these financial 
statements are not designed for those who are not informed about such matters. 


Blarkrnan Kallick, LLP 


February 22, 2012 


orale OFLC intarmetene’ WR | BlackmanKallick.com 


CSR America Inc. 


Year Ended December 31, 2011 


Financial Statements 


CSR America Inc. 


Balance Sheet 
December 31, 2011 


Current Assets 
Cash 
Employee receivable 


Total Current Assets 


Stockholders’ Equit y 


Stockholders’ Equity 
Common stock 
Additional paid-in capital 
Accumulated deficit 


Total Stockholders’ Equity 
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See independent accountants’ compilation report. 


$ 1,870,349 
20,000 


1,890,349 


$ 1,890,349 


$ 1,000 
1,999,000 


(109,651) 


1,890,349 


$ 1,890,349 


CSR America Inc. 


Statement of Loss and Accumulated Deficit 
Year Ended December 31, 2011 


Operating Expenses 
Office rent 
Travel 
Legal fees 
Accounting fees 
Insurance 
Telephone expense 
Bank fees 


Total Operating Expenses 
Loss from Operations 
Net Loss 
Accumulated Deficit, Beginning of Year 


Accumulated Deficit, End of Year 
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See independent accountants’ compilation report. 
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62,500 
26,243 
6,619 
500 
11,813 
1,576 
400 


109,651 


(109,651) 


(109,651) 


(109,652) 


CSR America Inc. 


BI 
Statement of Cash Flows eiK 
Year Ended December 31, 2011 


Cash Flows from Operating Activities ee ea + he ne 
Net loss Ath $ (109,651) 
Increase in employee receivables EN FT TUTE (20,000) 
Net Cash Used in Operating Activities EHS aT Fe (129,651) 
Cash Flows from Financing Activities Spar eHnaenrs 
Capital contribution FASS A, 2,000,000 
Net Cash Provided by Financing Activities E Dise rapa paras Nps eiree rll ___ 2,000,000 
Net Increase in Cash Ne S48 i 1,870,349 
Cash, Beginning of Year Ws ey 
Cash, End of Year ise » TEE $ _1,870,349_ 


See independent accountants’ compilation report. 


